Financial Highlights 


1973 1972 
TEC, RRs | SESE Sia Oe OF OE RR oe Eglo $1,324,420,000 $1,130,780,000 
Income from operations before extraordinary items ................ 90,250,000 43,640,000* 
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irenme bel orerextragrdinaty AteMS 3.2... 2. 2 ates sa be eee ee ees 2.89 .78 
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SPeTO IO ers a OUMGl Var eRe tees cis wich. sig aeeidotaera. ae 0b 6 able ah Mees $24.57 $19.65 


*1972 income from continuing operations. 


John B. Fery 


Stephen B. Moser 


To Our Shareholders 


e are gratified to report that Boise Cascade 

\ / \ ) accomplished a major turnaround in 1973. 

It was a year in which we achieved record 

earnings and unprecedented financial strength, In- 

come before an extraordinary gain was $90,250,000, 
or $2.89 per share. 

The company grew rapidly and profitably from 
its beginning in 1957 through the 1960s. A diversi- 
fication program begun in the mid-1960s resulted 
in substantial investments in Latin America (as a 
result of the acquisition of Ebasco Industries Inc.) 
and the real estate business. Serious difficulties, 
which were later encountered in these activities, 
made 1972 the low point for Boise Cascade. 1973 
was a year of full recovery. 

Our balance sheet was greatly strengthened in 
1973. Total debt was reduced substantially includ- 
ing the virtual elimination of short-term borrow- 
ings. At year end, we had $186,751,000 cash in the 
parent company, plus $55,156,000 in our realty 
subsidiary, for a total of $241,907,000. 

During 1973, the company also committed to 
capital projects totaling $130 million, announced 
a five-year $1.1 billion capital program to begin in 
1974 and resumed payment of the quarterly divi- 
dend on its common stock. 

Boise Cascade’s renewed profitability and finan- 
cial strength were made possible by the inherent 
soundness of the company’s basic businesses— 
building materials and paper—by healthy markets 
for the company’s products, and by the disposition 
of operations which were either unprofitable or 


nonstrategic to its future growth. 

Since mid-1972, the sale or liquidation of these 
assets provided $392,890,000 of cash which was 
used for debt reduction and for reinvestment in 
the company’s building materials and paper-related 
businesses. Despite the progress made in this area, 
at year end we still had on our balance sheet a net 
investment of approximately $266 million of un- 
profitable or nonstrategic assets. They constitute 
our remaining investment in realty, Latin American 
government notes and certain Latin American oper- 
ations. 

We are giving priority to the conversion of 
realty and Latin American assets either to cash 
or to investments in our basic businesses. The fact — 
that we are anxious to convert these assets stems — 
principally from the nonexistent or low return 
they provide. For example, had we been free of 
these assets in 1973, Boise Cascade would have 
earned 18 percent on shareholders’ equity, instead 
of the 12.4 percent actually earned. Although our 
Latin American assets, which earned a modest 
return on net investment in 1973, may not be fully 
converted for a number of years, the conversion 
of net realty assets, which are earning no return, 
should be substantially accomplished by mid-1977. 

The company’s profit performance, while excep- 
tionally strong in 1973, still did not reach its full 
potential. Achievement during the year was ham- 
pered by government-imposed price controls and 
by a four-month-long strike at two of our major 
pulp and paper mills. The strike cost the company 
approximately 11 percent of its pulp and paper pro- 
duction during the year, excluding joint ventures. 

The positive aspects of 1973 far outweighed the . 
negative, however, and having reestablished the 
company’s profitability and financial strength, 
management was able to concentrate on improving 
operations and planning for Boise Cascade’s con- 
tinued development. . 

As the result of an extensive study to determine 
our most profitable avenues for future growth, 
Boise Cascade is embarking on a five-year capital 
program beginning in 1974 that will total $1.1 bil- 
lion, plus $100 million of carryover expenditures 
from previous years. 

The capital program will be funded in large 
measure by our existing cash reserves and future 
cash flow from operations. The balance will be 
funded by outside financing in the later years of 
the program, but even with this financing we ex- 
pect to reduce the company’s present debt to 
equity ratio of .77 to 1 to our objective of .6 to 1 in 
1975, and should thereafter remain within this ratio. 


For this purpose the company defines debt as long- 
term debt of the parent and its subsidiaries, plus 
the present value of noncapitalized future lease 
payments. 

Funds for the capital program are allocated to 
two major categories: $250 million, or 23 percent 
for projects to keep our facilities well-maintained, 
safe and environmentally sound, and $850 million, 
or 77 percent for projects to improve and expand 
our building materials and paper-related businesses. 

Our standard for approving each improvement 
and expansion project requires that each will earn 
at least 12 percent after-tax on total-investment, 
although most are anticipated to earn more than 
12 percent. 

Of the amount allocated for improvement and 
expansion, $125 million, or 11 percent of the total 
program is earmarked for additions to our timber- 
land base; $160 million, or 15 percent for our wood 
products manufacturing business; $160 million, or 
15 percent for building materials fabrication, dis- 
tribution and manufactured housing; $270 million, 
or 24 percent for paper manufacturing; and $135 
million, or 12 percent for packaging and office 
products distribution. 

This five-year capital program does not include 

our joint ventures—which for the most part are 
funded separately—acquisitions for which stock 
may be issued, or expenditures connected with our 
tender offer in December through which we pur- 
chased approximately 1,600,000 shares of our com- 
mon stock. 

In 1974, the company will begin capital projects 
totaling $240 million. Actual spending during this 
one-year period, including carryover expenditures 
from previous years, is likely to reach $220 million. 

Boise Cascade has extensive timber resources, 
strong and well-diversified basic businesses, and 
the financial wherewithal to expand them. In addi- 
tion, we have the people to get that job done. 
There are several other key elements to achieving 
‘our goal of increasing shareholder value. Briefly, 
these elements include: 

[] Becoming or remaining, as the case may be, the 
most efficient operator in each of our businesses. 

(] Maintaining a flexible financial structure which 
gives the company the latitude for planned growth, 
even through dips in our nation’s or industry’s eco- 
nomic fortunes. 

[] Measuring and rewarding top management ac- 
cording to the return on equity achieved, and oper- 
ating management by their ability to make a good 
return on assets employed. 

_] Increasing productivity by upgrading the skills of 


our managers and supervisors, and by improving 
the working knowledge and environment for all our 
employees. 

Looking ahead to the economic climate in 1974, 
here are the prospects for our building materials 
and paper businesses as we view them today: 

Prospects for the building materials industry— 
in which the company is a significant factor—are 
mixed. Housing starts are expected to continue 
their decline through the first half of 1974, when 
they should once again begin to rise. 

The paper and paper-related industries—in 
which Boise Cascade is also a major factor—could 
be headed for yet another record-breaking year. 
Demand is expected to outstrip supply for the next 
few years because manufacturers cannot economi- 
cally justify building new pulp and paper mills until 
prices for their products reach levels that will pro- 
vide adequate returns on the new invested capital. 

The extent to which the strength of paper will 
offset the weakness in building materials during 
1974 will depend on the impact of the uncertainties 
facing business in general. These unknowns in- 
clude the health of the nation’s and world’s econ- 
omies, the effects of fuel and energy shortages, 
and the direction of U.S. government monetary 
policy and price controls. 

We believe, however, that Boise Cascade is well- 
equipped to cope with the uncertainties and capi- 
talize on the opportunities which are likely to de- 
velop during 1974. 

As Boise Cascade stands on the threshold of a 
new era of achievement, we want to express our 
deep appreciation to the men and women who 
worked long and hard to make the company’s turn- 
around a reality. 


WAX Aba 


President and 
Chief Executive Officer 


Sigh, 8 Prseer_ 


Chairman of the Board 


, 


Wood Products 


Manufacturing and Sales 


Decorative paneling is among 
the specialty wood products sold 
by the company. 


Skilled employees, such as this 
sawyer, are vital to the productivity 
of the company’s wood products 
manufacturing operations. 


Boise Cascade’s timberlands extend 
over seven million acres, two million 
of which we own outright. 


factor in the company’s overall performance in 1973. 

Operating income of $94,355,000 in 1973 increased 52 
percent compared to 1972. Sales increased 14 percent to 
$452,363,000. 

Housing starts in the first half of 1973 were extremely strong; 
but influenced by rising interest rates and a tight supply of 
mortgage money, they declined in the second six months of the 
year. Throughout the year the industrial construction market 
maintained a high level of activity. 

Although lumber and plywood constitute the greater part of 
our wood products, fiberboard products, including particleboard 
and exterior hardboard sidings, are growing in demand and are 
of increasing importance to us. 

Looking to 1974, we expect that the uncertainties of the econ- 
omy will continue to dampen residential homebuilding, and 
hence wood products prices, but that the continuation of active 
industrial construction could soften this decline. 

Housing starts totaled 2.0 million in 1973, and we believe 
they could drop 20-25 percent in 1974. However, we expect 
residential homebuilding activity to begin improving gradually 
in the second half of 1974. 

The outright ownership of timberlands is an underlying 
strength of Boise Cascade. At year-end 1973, the company, 
including its unconsolidated joint ventures, owned more than 
two million acres of timberland. The remainder of our timber 
base consists of approximately five million acres controlled 
through long-term harvesting rights. 

This timber base is among the largest in the industry. When 
supplemented by normal annual purchases from public and 
private sources, it is adequate for the company’s present needs 
and will support some future growth. It also permits us to 
compete ina tight raw materials situation because of the stra- 
tegic location of our plants in relation to sources of our timber 
supply. But since we anticipate substantial future growth, we 
believe that our timber base needs to be broadened. Our world- 
wide program of domestic and foreign timberland purchases: 
will intensify in 1974 and beyond. Approximately $125 million 
has been earmarked for the purchase of additional timberlands 
as part of the company’s 1974-78 capital program. 

As demand for forest products increases, the nation faces the 
continuing uncertainty of whether an adequate amount of tim- 
ber will be available for purchase from government lands. This 
problem is caused by the trend toward withdrawal of timber- 
land for restricted uses, coupled with woefully inadequate 
funding which prevents the U.S. Forest Service from managing 
national timberlands to the fullest. 

Because the Forest Service is critically underfunded, it is 
more than five million acres behind in tree replanting, and other 
necessary forest management programs are suffering to a similar 
degree. For example, federal lands contain 52 percent of the 
standing inventory of timber used for lumber and plywood, 
yet they produce only 27 percent of the timber used annually. 
By contrast, forest products companies own only 16 percent of 
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Wood Products 
Manufacturing and Sales continued 


this timber, but the intensively managed lands owned by the 
industry produce on a sustained yield basis more than 34 per- 
cent of all timber harvested. 

As demand for wood and fiber products continues to increase, 
public forestlands must play a larger role in supplying this 
demand, and the manner in which those lands are managed and 
administered becomes increasingly important. The importance 
of proper management is further intensified, since it has become 
evident that wood substitutes, such as aluminum, steel and 
plastic, are not in unlimited supply. Unlike wood products, they 
are not derived from a renewable resource. 

In 1973 we purchased a plywood veneer plant, a plywood 
drying and layup facility and a pole plant in Oregon. In addi- 
tion, engineering began in the last quarter of 1973 on a new 
sawmill in Washington, which will maximize the use of small 
dimension sawlogs. 

The 1974-78 capital program for wood products manufactur- 
ing centers on improving the efficiency of existing facilities. 
Capacity increases are also planned for lumber, plywood, parti- 
cleboard and fiberboard. To provide our own pulp and paper mills 
with more raw material at lower cost, we will expand our capa- 
bility to process wood residues. At the same time, we will con- 
tinue to utilize more of each tree we harvest. 

Boise Cascade’s involvement in world markets is growing. 
We have wood products operations in Canada, Central and 
South America, and in the Far East—all of which turned in 
favorable results in 1973. To serve the growing overseas de- 
mand for wood products, we will expand our resource and 
manufacturing base. 

Our growth internationally will be consistent with our long- 
standing strategy of limiting our exposure in any single eco- 
nomic or political area. This is most frequently accomplished 
by joint venturing a project with a local partner, keeping our 
investment low, and increasing it as conditions warrant. 

We have provided $160 million for expenditures for efficiency 
and growth in our wood products manufacturing operations 
over the next five years. Additional funds will be spent to keep 
our facilities well-maintained, safe and environmentally sound. 


Boise Cascade grows more trees than 
we harvest, resulting in an on-going supply of 
timber from our lands. 


Statements of Operating Income 
Year Ended December 31 


1973 1972 
(expressed in thousands) 


Sales (including interbusiness 


sales of $108,639 and $108,351) $452,363 $398,397 
Interest and other income 1,595 2,175 
| 453,958 400,572 
Cost of sales 327,429 307,012 
Depreciation and depletion 14,072 15,271 
Selling and administrative expenses 18,102 16,128 
359,603 338,411 

Operating income $ 94,355 $ 62,161 


Operating income is income before corporate administrative 
costs, interest and taxes. 1972 has been restated 
to eliminate intrabusiness sales. 


Statistical Review* 


1973 1972 1971 1970 1969 
Sales Volumes 

Lumber (millions of 

board feet) 756 798 766 690 715 
Plywood and veneer 

(millions of square feet) 1,800 1,795 1,604 1,192 939 
Particleboard (millions of 

square feet) / 161 148 103 69 72 
Fiberboard (millions of 

square feet) 541 512 517 488 495 

Resources 

Timberlands owned in fee 

(thousands of acres) 1,749 R732 1,714 1,635 1,507 
Timberlands controlled 

(thousands of acres) 3,636 3,617 3,728 4,628 4,557 
Merchantable sawtimber 

(millions of fee and 

controlled board feet) 9,528 (iad 10,064 9,373 8,403 
Pulpwood (thousands of fee 

and controlled cords) 40,110 44,549 44,500 44,000 44,400 

Facilities* 


Sawmills: 17 sawmills located in Boise, Cascade, Council, Emmett and 

McCall, Idaho; Big Falls, Minnesota; Beaver Marsh, Elgin, Joseph, LaGrande, 
Medford, St. Helens and Valsetz, Oregon; Ellensburg and Yakima, Washington; 
Kenora, Ontario; Zamboanga City, Philippines. 


Plywood and veneer plants: 25 plants located in Cantonment, Florida; 

Emmett, Idaho; Moncure and Pelham, North Carolina; Albany, Camp Adair, 
Chemult, Elgin, Independence, Medford, St. Helens, Sweet Home, Valsetz 

and Willamina, Oregon; Danville, Virginia; Ford, Kettle Falls, Spokane and 
Yakima, Washington; Barranquilla and Turbo, Colombia; Limon, Costa Rica; 
Zamboanga City, Philippines; Singapore (2). 


Particleboard plants: 2 plants located in LaGrande, Oregon; Barranquilla, 
Colombia. 


Fiberboard plant: International Falls, Minnesota. 
Wood beam plant: Emmett, Idaho. 
Pole and piling plant: Sheridan, Oregon. 


*Does not include statistics for 1973 and prior years for the northern California 
timber and wood products operation which was sold in February 1973, 
and for the unconsolidated joint ventures and affiliated companies which are 
presented separately in the Unconsolidated Joint Ventures section. 
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| Building Materials Fabrication, 


tribution and manufactured housing business contributed 

toward making 1973 the most successful year in Boise 
Cascade’s history. Operating income for the year was $24,091,- 
000, an increase of 30 percent over 1972. Sales reached $356,- 
374,000 in 1973, an increase of 19 percent over the previous 
year. 

The Building Materials and Services Division played the 
major role in this overall performance. New sales and profit 
records were established at virtually every operating location. 
The economic factors affecting this business are described in 
the Wood Products section of this report. 

In a year when product supply plagued the industry, our 
wood products manufacturing facilities helped keep our Build- 
ing Materials and Services Division well-stocked, providing 
approximately 50 percent of their requirements for the wood 
products we manufacture. 

This division began evolving eight years ago from a line of 
rural lumber yards and wholesale warehouses. Today it is a 
highly sophisticated operation that includes 10 full-service 
building material distribution centers and 29 builder service 
centers and retail outlets in 10 states in the US. 

During 1973 our position in the marketing of building ma- 
terials was enhanced by our ability to fabricate and assemble 
components for residential and industrial construction. Fabri- 
cated components, which include roof trusses, prehung doors, 
wall sections, floor systems and utility cores, are becoming 
| increasingly important in residential building due to the cost 
| The company’s Raygold Kitchen and inadequate supply of skilled field labor. 
| Cabinet Division manufactures a wide Our existing building materials and services locations reach 
| range of solid oak and vinyl: about 30 percent of the national market for the products they 
| ele eouinets, sell. The Building Materials and Services Division’s 1974-78 
| Sectionalized homes produced by the capital program includes expenditures to expand to new geo- 
Western Division of the company’s graphical areas, and to increase the overall efficiency and capac- 
Manufactured Housing operation ity of existing facilities. 


| oe etl et Raa si ia S Boise Cascade is one of the nation’s leading producers of 
| semi-completed living units. manufactured housing. After 13 years in this business, we have 
clearly demonstrated the success of our systems and products, 
Be ee builder service as well as the good return on investment which they provide. 
Se tad transported to the Both the Eastern and Western Divisions of our Manufactured 
individual builder’s job site for Housing operation profited from the vitality of the housing 
assembly. market for the better part of the year. Although we sold fewer 
but larger units in 1973—reflecting market acceptance of the 
manufactured process for larger, more expensive homes, along 
with the scaling back of subsidized low-cost housing programs 
—1973 sales and profits were up considerably over 1972. De- 
spite rising costs, profit margins were maintained as a result of 
periodic price increases. 
The Eastern Division produces Kingsberry Homes, which are 
manufactured in panelized sections that are assembled on site. 
A major plant expansion was completed at Fort Payne, Ala- 
bama, during 1973. 
The Western Division manufactures and markets section- 
alized homes that are delivered to job sites as completed or 
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Housing components are fabricated 


Building Materials Fabrication, 
Distribution and Manufactured Housing continued 


semi-completed units. This division expanded significantly dur- 
ing 1973 through a capital investment program which included 
projects in all four existing plants. In addition, a new plant at 
Lafayette, Colorado, opened in November, and through pur- 
chase in January 1974 of a manufactured housing plant in 
Eugene, Oregon, we now serve the West Coast market. 

We believe that in the future an increasing percentage of 
world housing will be manufactured in factories instead of be- 
ing constructed on site. We are in a strong position through our 
existing facilities and through our five-year capital program to 
take full advantage of this developing trend. 

The performance of the company’s Raygold Kitchen Cabinet 
Division was disappointing in 1973. The division’s small loss 
for the year was mainly attributable to sharp increases in the 
costs of raw materials and to our inability to raise product 
prices because of government price controls. In addition, start- 
up costs in connection with the major expansion program com- 
pleted in 1973 contributed to the division’s unsatisfactory 
performance. 

The program, however, assured a strong integrated base for 
profitable growth in 1974 and the future. The division’s expan- 
sion program included the establishment of a component parts 
facility in Jacksonville, Illinois; the purchase of a hardwood 
sawmill (oak is a basic raw material in kitchen cabinets), dry 
kilns; and the construction of planing facilities in Orange, 
Virginia. We also acquired a facility in Berryville, Virginia, 
which is being converted to a regional warehouse, a cabinet 
assembly plant and the division administrative offices. 

Within the context of our five-year capital program, the 
Raygold Kitchen Cabinet Division will undertake projects which 
will enable it to serve a broader geographic market. 

An additional area of opportunity for our building materials 
fabrication, distribution and manufactured housing business is 
represented by the many products sold by our builder service 
centers and utilized by our manufactured housing and kitchen 
cabinet operations. We are evaluating these products to deter- 
mine whether we should manufacture more of them ourselves. 

The 1974-78 capital program provides for $160 million of 
spending for efficiency and growth in our building materials 
fabrication, distribution and manufactured housing business. 
Additional funds are provided for expenditures to keep our 
facilities well-maintained, safe and environmentally sound. 


This panelized “Kingsberry” home is one of 
240 models which are factory-produced by 
the Eastern Division of Boise Cascade’s 
Manufactured Housing operation. 
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Statements of Operating Income 


Year Ended December 31 
1973 1972 


(expressed in thousands) 


Sales (including interbusiness 


sales of $1,209 and $1,894) $356,374 $300,146 
Interest and other income 344 477 
356,718 300,623 

Cost of sales 293,524 247,599 
Depreciation 1,460 1,345 
Selling and administrative expenses 37,643 33,108 

: 332,627 282,052 

~ Operating income $ 24,091 $ 18,571 


Operating income is income before corporate administrative 
costs, interest and taxes. 1972 has been restated to 
eliminate intrabusiness sales. 


Statistical Review 
1973 1972 1971 1970 1969 


Manufactured living units 
produced 11,051 11,970 12,261 9,296 9,255 


Facilities 


Wholesale distribution branches and builder service centers: 10 wholesale 
distribution branches and 29 builder service centers and retail outlets serving 
metropolitan areas in California, Colorado, Delaware, Idaho, Missouri, 
Montana, North Carolina, Utah, Virginia and Washington. 


Manufactured housing plants: 14 plants located in Fort Payne (2), Alabama; 
Healdsburg, California; Lafayette, Colorado; Meridian, Pocatello and Post Falls, 
Idaho; Sigourney, Iowa; St. Louis, Missouri; Holdenville, Oklahoma; Eugene, 
Oregon; Muncy, Pennsylvania; West Jordan, Utah; and Emporia, Virginia. 
Kitchen cabinet plants: 6 plants located in Jacksonville, Illinois; Orange, 
Virginia; Cowen, Fenwick, Moorefield and Paw Paw, West Virginia. 
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Paper Manufacturing and Sales 


Rolls of converting paper for use in 

| envelopes, business forms and other 

| products account for about 13 percent 
| of the company’s total annual 

| paper production. 


Wood chips are an important raw 
| material in the production of pulp. 


| The print communications market 

| is served by Boise Cascade, which 
produces newsprint at four mills in the 
U.S. and Canada. 


n 1973, the pulp and paper industry experienced its strongest 
market in many years; so strong, in fact, that demand for 
some products exceeded production capacity. 

The tight supply-demand situation, however, had less positive 
impact on Boise Cascade than on many other producers because 
our pulp and paper mills have traditionally run at virtually full 
capacity even in weak markets. Yet, as a result of strong demand, 
we had the opportunity to improve our product mix, and operat- 
ing income increased 88 percent to $55,131,000 in 1973. Sales in 
1973 were $302,920,000, an increase of 14 percent. 

These results would have been even better, but for a four- 
month strike against our wholly-owned Canadian subsidiary, 
The Ontario-Minnesota Pulp and Paper Company Limited. The 
long shutdown at mills in Fort Frances and Kenora, Ontario, 
cost the company 164,000 tons of lost pulp and paper produc- 
tion. 

Further restraints on our pulp and paper operations were 
government limitations on price increases. Such price increases 
are necessary if manufacturers are to receive a sufficiently 
attractive return to justify the investment in new capacity which 
would correct the growing imbalance between supply and de- 
mand. This is especially true, considering the rapidly accelerat- 
ing costs of new facilities and the raw material sources 
necessary to support this additional capacity. 

In recent years our profits and those of the entire industry 
have also been adversely affected by the additional capital and 
operating costs of pollution abatement equipment. Last year 
was no exception. 

Because of rising costs, the realization of in-plant efficiencies 
is increasingly important. In this connection, we have stepped 
up efforts to more fully utilize by-products from the paper- 
making process, such as spent sulfite liquor (for yeast and fuel), 
sludge (for plywood glue extenders) and soap skimmings (for 
tall oil). We are also continuing to increase the amount of wood 
residues and waste paper used in the production of pulp. 

Boise Cascade operates 13 pulp and paper mills, serving mar- 
kets throughout the U.S., Europe and Southeast Asia. Eight 
mills are in the U.S. and three are in Canada. They include two 
joint ventures. (1973 results of both Boise Southern Company 
and Miramichi Timber Resources Ltd. are reported in the sec- 
tion of this annual report which begins on page 20 and is titled 
Unconsolidated Joint Ventures.) We also have a majority inter- 
est in a Guatemalan paper mill, and we manage a pulp and 
paper facility in the Philippines. Seven of our North American 
mills are located on or near deep water ports and have direct 
access to overseas markets. 

The company’s principal paper grades are paperboard, news- 
print, business papers, converting papers and printing and pub- 
lishing papers. We are also a manufacturer of market pulp. 

Paperboard had a good year in 1973 because of the increased 
worldwide demand for corrugated containers which was 
sparked by the generally high levels of economic activity. 
Although this growth in consumption could slacken if the U.S. 
and world economies are disrupted, the demand for paperboard 
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Paper Manufacturing and Sales continued 


is likely to remain strong relative to the somewhat static supply 
projected over the next few years. 

Newsprint was also in extremely tight supply during 1973, a 
condition that was intensified by a substantial loss of produc- 
tion caused by strikes in Canada. 

Present indications are that the industry’s existing newsprint 
production capacity will be adequate to satisfy newspaper re- 
quirements in the immediate future. However, inventories will 
remain low because of last year’s lost production. 

While we believe that newsprint prices are approaching levels 
which may encourage investment in additional production ca- 
pacity, the length of time required to bring any new production 
capacity on stream will keep this market strong for at least the 
next few years. 

Boise Cascade’s business, converting, printing and publishing 
papers are generally sold to converters, printers, and to the 
general business community for use in the office. Demand was 
exceedingly strong throughout the year, and we improved our 
product mix by concentrating on grades supplied to markets 
bearing the most promise over the long term. 

Overall in 1974, we anticipate a continuing narrow balance 
between supply and demand. Improved profits are probable, 
but there is an uncertainty. Government pricing policy is not 
yet clear, and depending on the direction that policy takes, re- 
covery of increased costs could be restricted. 

The 1974-78 capital program includes funds to keep existing 
pulp and paper facilities well-maintained, safe and environ- 
mentally sound. In addition, the program includes $270 million 
for our pulp and paper operations which will be directed toward 
efficiency and growth. These will include expenditures for 
additional capacity at existing mills, more integration with our 
other paper-related businesses, and higher margined product 
lines. 

Cost reduction is also an objective of the capital program for 
our pulp and paper manufacturing operations. We will give 
special attention to projects that will lessen the impact of cost 
increases for power, fuel and chemicals, or will aid in the de- 
velopment of alternative energy sources. Likewise we will take 
steps to mitigate anticipated increases in the cost of pulp by 
improving our ability to utilize different species of wood, wood 
residues and wood by-products. 

While no new pulp and paper complexes are included in our 
capital program, more funds may be made available for major 
new pulp and paper capacity when prices are sufficient to 
provide an adequate return on the capital to be invested. 


An increasing amount of waste paper is being 
recycled for production into Boise Cascade paper. 
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Statements of Operating Income 


Year Ended December 31 
1973 1972 
(expressed in thousands) 


Sales (including interbusiness 


sales of $28,171 and $22,251) $302,920 $264,902 
Interest and other income = 2,002 902 

, | 304,922 265,804 
Cost of sales 217173 204,582 
Depreciation 20,048 18,946 
Selling and administrative expenses 12,570 12,989 

Ney = _ 249,791 ~ 236,517 
Operating income $ 55,191 $ 29,287 


Operating income is income before corporate administrative 
costs, interest and taxes. 1972 has been restated to 
eliminate intrabusiness sales. 


Statistical Review* 


1973** 1972 1971 1970 1969 
(thousands of tons) 


Sales Volumes 


Newsprint 331 429 426 432 435 
Paperboard 270 263 254 222. 215 
Converting papers 169 225 233 jie20b 236 
Printing and publishing 

papers 175 202 200 198 145 
Business papers 342 249 206 187 170 


Market pulp 24 21 — — — 
TOTAL 1,311 1,389 1,319 1,245 1,201 
Facilities* 


Pulp and/or paper mills: 11 mills located in International Falls, Minnesota; 
St. Helens and Salem, Oregon; Brattleboro, Vermont; Steilacoom, Vancouver 
and Wallula, Washington; Fort Frances and Kenora, Ontario; Esquintla, 
Guatemala; Bataan, Philippines (management contract). 


*Does not include statistics for unconsolidated joint ventures and affiliated 
companies which are presented separately in the Unconsolidated Joint 
Ventures section. Also, statistics are not included for the pulp mill located 
in Bataan, Philippines (management contract) for the years 1973 and 1972. 

**The Fort Frances and Kenora pulp and paper mills were shut down for four 
months due to strikes. The grades affected were newsprint, printing and 
publishing papers and market pulp. 
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| Packaging and Office Products Distribution 


| The company produces more than 5 
| billion square feet of corrugated 
containers each year at 19 plants in 
the U.S. and Europe. 


| New products like Procter & 
Gamble’s ‘‘Pringle’s Newfangled 
Potato Chips” represent a 

significant packaging opportunity for 
Boise Cascade’s composite cans. 


Boise Cascade’s corrugated containers 
are used to package an extensive 
variety of products. 


office products distribution business helped make 1973 an 

outstanding year for Boise Cascade. Operating income for 
the year was $21,553,000. This was an increase of 30 percent over 
1972. Sales increased 17 percent in 1973 to $338,627,000. 

This business consists of our Composite Can Group, a lead- 
ing manufacturer in its field; our Corrugated Container Divi- 
sion, which enjoyed its most productive and profitable year 
since its inception in 1958; our Envelope Division, which grew 
in a highly competitive market during the year; and our Office 
Products Division, which attained record sales and profits. 

During 1973 the Composite Can Group operated in an atmo- 
sphere where rising raw material costs and government price 
controls served to squeeze profit margins. Recently obtained 
price relief, coupled with increased demand, improve the 
group’s prospects for 1974. 

The opportunities for expansion of the group’s activities are 
enhanced by the growing acceptance of its product—a spirally 
wound container consisting of layers of paper in various com- 
binations with foil, steel or plastic. Continued emphasis is being 
placed on technological improvement, as well as on cost reduc- 
tion, to help preserve the composite can’s economic advantage 
over all-metal containers. 

Contributing to Boise Cascade’s strong position in the com- 
posite can industry is a network of 19 manufacturing locations; 
strong product development capabilities; and an available sup- 
ply of paper from the company’s 50 percent-owned pulp and 
paper mill in DeRidder, Louisiana. 

Three new manufacturing facilities will begin operations in 
1974 to increase the Composite Can Group’s ability to serve 
additional markets. The group is also planning, as part of its 
1974-78 expansion program, entries into selected international 
markets and the development of composite cans for new prod- 
ucts, as well as those now packaged in all-metal containers. 

While much of the corrugated container industry found itself 
severely hampered by paperboard shortages, Boise Cascade’s 
17 corrugated container plants in the U.S. increased produc- 
tion during the year because they were able to draw on ample 
supplies of paperboard from our mills. We expect the condi- 
tions which resulted in a record performance for the division 
in 1973 to continue, not only through 1974, but for at least the 
next several years. This is because we assume continued good 
demand for corrugated containers and the lack of any signifi- 
cant industry expansion in the production of paperboard. 

In order to further capitalize on rising demand, the division 
is implementing an aggressive capital expenditure program over 
the next five years. Funds will be invested to expand and up- 
grade the manufacturing capabilities and capacities of existing 
plants, and to add plants in attractive new market locations. In 
this connection a full-line container plant is now under con- 
struction in Lumberton, North Carolina, and will become oper- 
ational by the fourth quarter of 1974. 

The Envelope Division, which operates six plants, was posi- 
tioned during 1973 to take full advantage of exceptionally 


\ long with our other major operations, our packaging and 
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Packaging and Office Products Distribution continued 


strong demand that resulted in higher sales volume and profits. 
This division’s performance was also aided by efficiency im- 
provements which increased the profitability of certain plants. 

Government pricing regulations that imposed constraints dur- 
ing 1973 could continue into 1974, and the magnitude of pro- 
posed postal increases could curtail direct mail marketing. 
Despite these inhibiting factors, our Envelope Division is ex- 
pected to demonstrate long-term improvement as a result of a 
1974-78 capital program that is designed to make our facilities 
even more efficient and productive. 

Boise Cascade’s Office Products Division, the foremost dis- 
tributor of office supplies in the nation, reported record oper- 
ating income and sales in 1973. 

These accomplishments were attributable to the general 
strength of the economy as well as to substantial investments 
in the past three years in efficient information and control sys- 
tems. A highly sophisticated information system is key to the 
division’s inventory and distribution control, enabling the divi- 
sion to deal effectively with the thousands of products it dis- 
tributes on a local, regional and national basis. 

During 1973, the division expanded its operations, including 
the opening of a new distribution center serving the New York 
metropolitan area. The division now operates 24 distribution 
centers across the U.S., 15 retail office supply stores in Illinois 
and Hawaii (Order from Horder in Illinois and HOPACO in 
Hawaii), a paper merchant business in New York City and six 
retail outlets in Guatemala. 

Despite the relatively large size of our Office Products Divi- 
sion, it serves only a small percentage of the office supply mar- 
ket, leaving ample room for growth. 

During the next five years, the division will implement its 
growth plan by relocating and expanding several facilities and 
entering new geographies. Specifically, the division plans to 
add operations in at least one major new market each year 
through 1978. 

The 1974-78 capital program includes $135 million to be 
spent for discretionary projects which will result in improved 
efficiency and growth for our packaging and office products 
business. The capital program additionally includes funds to 
keep our facilities well-maintained, safe and environmentally 
sound. 


The company’s Office Products Division 
supplies more than 20,000 items for the office, 
including furniture. 
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Statements of Operating Income 


Year Ended December 31 
1973 1972 


(expressed in thousands) 


Sales (including interbusiness 


sales of $1,784 and $2,866) $338,627 $289,931 
_ Interest and other income (expense) (237) 77 
| ~ 338,390 ~ 290,008 
Cost of sales 266,723 229,188 
Depreciation 4,040 4,066 
Selling and administrative expenses 46,074 40,130 
Operating income $ 21,553 $ 16,624 


Operating income is income before corporate administrative 
costs, interest and taxes. 1972 has been restated to 
eliminate intrabusiness sales. 


Statistical Review* 


1973 1972 1971 1970 1969 
Sales Volumes 
Corrugated containers 
(millions of square feet) 4,843 4,126 3,598 3,515 4,013 
Composite cans (millions) 3,194 2,986 2,853 2,681 2,548 
Envelopes (millions) 6,811 6,582 5,955 5,851 5,104 
Facilities* 


Composite can plants: 19 plants located in Richmond and Santa Ana, 
California; Ocala and Orlando, Florida; Forest Park, Georgia; Indianapolis, 
New Albany, and Whiting, Indiana; Kansas City, Kansas; Hazelwood, Missouri; 
Greensboro, North Carolina; Rittman, Ohio; Bradford, East Greenville 

and Levittown, Pennsylvania; Memphis, Tennessee; Carrollton, Denison 

and Houston, Texas. 


Office supply, equipment and furniture distribution locations: 24 distribution 
centers and 21 retail outlets serving cities in California, Colorado, 

Florida, Georgia, Hawaii, Illinois, Michigan, Minnesota, New Jersey, New York, 
North Carolina, Ohio, Oregon, Tennessee, Washington, Wisconsin and 
Guatemala. 


Envelope plants: 6 plants located in Addison, Illinois; Rochester, New York; 
Cleveland, Ohio; Allentown and Pittsburgh, Pennsylvania; Dallas, Texas. 


Corrugated container plants: 17 plants located in West Memphis, Arkansas; 
Sunnyvale and Torrance, California; Golden, Colorado; Stratford and 
Waterbury, Connecticut; Burley and Nampa, Idaho; LaPorte, Indiana; St. Paul, 
Minnesota; Newton, North Carolina; Marion, Ohio; Salem, Oregon; Dallas, 
Texas; Salt Lake City, Utah; Spokane and Wallula, Washington. 


*Does not include statistics for unconsolidated joint ventures and affiliated 
companies which are presented separately in the Unconsolidated Joint 
Ventures section. 
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Unconsolidated Joint Ventures 


joint ventures and affiliated companies was $6,272,000 in 
1973, compared to a loss in 1972 of $42,000. Sales in- 
creased 19 percent to $141,378,000 in 1973. 

Boise Southern Company, a joint venture between Boise Cas- 
cade and Southern Natural Resources, reported net income of 
$13,870,000 in 1973, compared to $5,834,000 in 1972. Boise Cas- 
cade’s share of these earnings was $6,935,000 and $2,917,000. 
Headquartered at DeRidder, Louisiana, Boise Southern is one of 
the most modern forest products operations in North America. 

The pulp and paper mill operates two machines which pro- 
duced approximately 450,000 tons of paperboard and news- 
print during the year. Markets for paperboard and newsprint 
were strong in 1973, and there is every reason to believe that 
this strength will continue for at least the next few years. 

Boise Southern’s wood products operation consists of one 
plywood plant, one pole plant and 50 percent of the Vancouver 
Plywood Co., Inc., which has two sawmills, two plywood plants 
and 78,000 acres of timberland. 

Boise Southern also owns or controls approximately 660,000 
acres of timberland in Louisiana and east Texas to which it is 
vigorously applying modern forestry techniques to increase 
productivity. This forest base will be utilized for the future 
development of Boise Southern. 

The company has attractive growth opportunities that are 
being carefully studied at this time. Although Boise Southern 
and other joint ventures are not included in Boise Cascade’s 
$1.1 billion capital expansion program, we intend to take full 
advantage of their opportunities. Subsequent announcements 
in this regard will be forthcoming. 

Miramichi Timber Resources Ltd. lost $6,791,000 in 1972, 
whittled the loss to $2,151,000 for the year 1973, and operated 
on a profitable basis in the fourth quarter. Boise Cascade’s 
share of this 1973 loss was $1,084,000. 

MTR is situated in the Canadian province of New Brunswick. 
In 1973, it produced 214,000 tons of market kraft pulp. Its wood 
supply consists of approximately one million acres of long-term 
Crown grants in close proximity to the mill. 

During 1973, MTR completed a major capital expenditure 
program directed toward increasing the output and efficiency 
of the mill. With world market pulp prices strong, we expect 
MTR to be profitable in 1974. 

Duropack, which operates two corrugated container plants 
in Austria, experienced another profitable year in 1973. Sales in 
Austria increased over 1972, but export sales fell below the 
previous year’s level because of world monetary adjustments. 
In 1974, sales to eastern European countries, aided by the com- 
pany’s new trading office in Moscow, are expected to offset 
possible decreases in sales that might result from recessionary 
pressures in western Europe. 

Sepulveda Properties, Inc., a joint venture with a subsidiary 
of Standard Oil Company of California, is developing a com- 
mercial tract of property in Los Angeles. 


Bic Cascade’s share of income from 50 percent-owned 
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Duropack produces corrugated 
containers for markets in eastern and 
western Europe. 


Boise Southern, which produces 
newsprint, paperboard and plywood, 
is among the most modern forest 
products complexes in North America. 


1- Year Ended December 31 
(expressed in thousands) 


Boise Southern Miramichi Timber 
Company Resources Ltd. Other Combined 


1973 1972 1973 1972 1973 1972 1973 1972 


$ 83,262 $ 60,080 
48,702 37,592 


$ 22,024 $ 31,061 
19,682 29,644 


12,394 10,034 533 404 
8,296 6,620 559 ge 
— awe 245 10 


‘$13,870 $ 5,834 


'™ 


$4,005. $1,003: | 


Mee: 
Peers 


$ 6,935 $ 2,917 $ 421 $ 501 


$ — §$ — 
38,755 31,820 
$ 38,755 $ 31,820 


$ 44,944 $ 38,444 


See Note 7 of Notes to Financial Statements included elsewhere herein for the balance sheets and an expanded 
discussion of the Company’s Unconsolidated Joint Ventures and Affiliated Companies. 


Statistical Review* 
1973 1972 1971 1970 1969 


156 125 = 
299 221 = 
27 35 = 
482 381 = 
214 175 _— 
696 556 as 
Ad 6 49 

58 = == 
832 Wilde 405 
A25 431 240 
1,212 1,249 203 
1,235 1,341 724 
16,521 14,300 3,400 


*Does not include sales volumes of Vancouver Plywood Co., Inc. of which Boise Southern Company owns 50%. 
+. 

Facilities 

Pulp and/or paper mills: DeRidder, Louisiana; Newcastle, New Brunswick. 

Corrugated container plants: Vienna-Liesing and Kalsdorf, Austria. 

Sawmill: Newcastle, New Brunswick. 


Plywood plant: DeQuincy, Louisiana. 
Other: Commercial complex in El Segundo, California. 
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Latin American Investments 


vestments totaled approximately $13,393,000 dur- 

ing 1973, a decrease of 11 percent over the pre- 
vious year. Income was less in 1973, principally 
because the company sold $60,899,000 of its for- 
eign government notes during the year, accounting 
for a reduction in interest income. 

The company’s remaining Latin American invest- 
ment, exclusive of our reserve and excluding wood 
products and paper operations, has been reduced 
from $289,367,000 at the end of 1972 to $203,605,- 
000 at the end of 1973, a reduction of 30 percent. 

Our Latin American investments include foreign 
government notes in a _ principal amount of 
$162,203,000, an electric utility in Ecuador and a 
cattle operation in Argentina, consisting of four 
ranches. The cattle operation, in which the com- 
pany has invested approximately $4,823,000, was 
acquired several years ago as the result of an ob- 
ligation to reinvest in Argentina the proceeds re- 
ceived from the sale of utility properties in 1958. 

Boise Cascade received $18 million cash during 
1973 from the sale of our 90 percent-owned sub- 
sidiary, Panama Power & Light Company, which 
was sold to the Panamanian government in 1972. 

From the sale in 1973 of our $7.3 million minor- 
ity interest in an Argentine steel mill, we realized 
approximately $6 million in cash. 


[ics from the company’s Latin American in- 
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| 

About half the foreign government notes are 
Brazilian, and today Brazil’s economy is among 
the most expansive in the world. : 

Chile’s indebtedness represents the other major 
portion of our foreign government notes. During 
the year Chile met its two semiannual interest in- 
stallments of $1.5 million as required under a re-| 
vised payment schedule signed in January 1973. 
The payment that was due in February 1974 has 
also been received. Chile’s new government is 
making substantial progress in its effort to reestab- 
lish the country’s economic stability and interna- 
tional credit. We believe Chile’s future prospects 
are greatly improved. 

Our reserve for these Latin American invest- 
ments was $70 million at the beginning of 1973. 
During 1973, we charged approximately $11 million 
of losses to the reserve, representing the discount 
on the sale of foreign government notes, other 
costs and expenses, and the loss on the sale of our 
investment in an Argentine steel mill. On the other 
hand, approximately $19 million of tax benefits 
attributable to these and prior dispositions of 
Latin American investments have been added to 
the reserve. The balance at the end of 1973 was 
$78 million, which is available for losses, if any, 
that might be sustained in the future. Net of our 
reserve, these Latin American investments have 
declined from $219,720,000 at year-end 1972 to 
$125,766,000 at the end of 1973, a reduction of 43 
percent. 

The after-tax nature of the reserve means that, 
depending on the tax benefits available to us, the 
reserve. will protect 62 percent to 78 percent of 
our entire investment. We believe the reserve is 
adequate. 

We are giving priority to converting a substantial 
part of these assets, either to cash or to investment 
in our basic businesses. 

Results of the company’s Latin American wood 
products and paper operations are included in the 
Wood Products Manufacturing and Paper Manu- 
facturing sections of this annual report. 


seat A 


eu 


1973 1972 


| 
| Year Ended December 31 
‘| (expressed in thousands) 


$ 13,077 
11,125 
(97) 
11,028 
24,105 


5,194 
1,037 
4,481 
10,712 

$ 13,393 


Operating income is income before corporate administrative costs, interest and taxes. 


} Latin American Investments by Country 


December 31 
1973 1972 
(expressed in thousands) 


$ aa 
79,310 
75,146 
7,747 
162,203 


8,256 
24,875 
8,271 
$203,605 


f | + ee 
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Corporate Finance and Administration 


One of the nerve centers at corporate 
headquarters in Boise is the room 
(left) that houses the company’s 
computer operations. The cathode ray 
tube (bottom photo) in personnel 
records is on-line with the computer 
in which all employees’ records are 
stored. In top photo are two members 
of the company’s financial 

reporting team. 


condition in its history. 

Proceeds from our record earnings, cash from the divesti- 
ture program described in the company’s 1972 annual report 
and substantial tax benefits realized from prior year losses were 
used to reduce debt, to strengthen our cash position and for in- 
vestment in our basic businesses. Also contributing to debt 
reduction was a sharp decline in lease obligations. 

Total debt, including the present value of noncapitalized fu- 
ture lease payments, was reduced 35 percent to $602,123,000 at 
year-end 1973. The company’s long-term debt to equity ratio, in- 
cluding lease obligations, was .77 to 1 on December 31, 1973, 
compared to 1.29 to 1 at the end of 1972. By 1975, we expect to 
reach our debt to equity target of .6 to 1. 

Our strong financial condition was also underscored by 
our sizeable cash position, which at the end of 1973 totaled 
$241,907,000, including $186,751,000 in the parent company and 
$55,156,000 in our realty subsidiary. A large portion of these 
funds were invested in short-term securities. 

During, the year, the company resumed payment of the 
quarterly dividend on our common stock, paying 61/4 cents per 
share in the fourth quarter of the year. We also paid four 
quarterly dividends of 75 cents per share on our $3.00 cumula- 
tive convertible preferred stock, Series A. 

In November 1973, the company undertook a program to pur- 
chase up to 1,500,000 shares of its common stock. The program 
called for purchases to be made on or off the exchanges on 
which the stock is traded, and at prices satisfactory to the com- 
pany. In an effort to accelerate the completion of this program, 
the original purchase program was superseded by a tender offer 
of $14.50 per share through which we acquired approximately 
1,600,000 shares, which may be used principally for future ac- 
quisitions in the building materials and paper-related fields. 

Interest income for 1973 was $11,349,000. Other expense, net 
of other income, amounted to $10,471,000. Major items within 
this category were the elimination of income attributable to 
minority ownership in subsidiaries, a small loss from discon- 
tinued operations, a provision for future costs of defending 
outstanding litigation, anticipated costs associated with the clos- 
ing of obsolescent facilities, and a provision for product 
warranties. 

Boise Cascade’s effective tax rate was 44.8 percent in 1973. 
We anticipate a reduction in our effective tax rate in 1974, par- 
tially due to higher investment tax credits from our capital 
program. 

Interest costs dropped from $36,220,000 in 1972 to $22,931,000 

intt973.; 
Administration. In 1973, corporate administrative expenses 
were $27,727,000 as compared to $22,430,000 for 1972. As pro- 
jected in our 1972 annual report, corporate administrative staff 
department costs declined in 1973. However, we incurred addi- 
tional costs for retirement benefits, insurance, charitable con- 
tributions, outside consulting services and variable incentive 
compensation. 


Freesat Boise Cascade ended 1973 in the strongest financial 


25 


Corporate Finance and Administration continued 


Early in 1973, responsibility for all personnel and labor rela- 
tions activities was combined under the direction of a vice 
president of Employee Relations, providing additional attention 
to employee needs and resources. A new program was also 
instituted in 1973 to develop and place experienced employee 
relations managers within our operating groups and divisions 
to coordinate personnel and labor relations activities at‘ the 
local level. 

On the labor front, we negotiated 47 collective bargaining 
agreements in 1973, and experienced four-month-long strikes at 
our pulp and paper mills in Kenora and Fort Frances, Ontario. 
Labor contracts at our pulp and paper mills in the Pacific North- 
west and the South come up for negotiations in the spring of 
1974. 

Career opportunities within the company were reinforced by 
the addition of several improvements in the benefits program 
for salaried employees, and the development of a new salary ad- 
ministration program, which is designed to fairly and equitably 
compensate each employee. The first stages of the salary ad- 
ministration program will be put into effect early in 1974. 

Our safety program was strengthened last year. An important 
measurement of each plant manager’s performance is the imple- 
mentation and success of this program at his location. To date, 
the company has made good progress in meeting its goal of 
reducing accidents and related costs by 20 percent. 

Reflecting our commitment to ensure equal employment op- 
portunities, we increased our efforts to utilize minority and 
female employees more effectively and to provide guidance and 
development for any employee who seeks and qualifies for 
advancement. 

Conscious of the growing energy shortage, Boise Cascade 
began more than a year ago to take steps to minimize the ad- 
verse impact of such a shortage on our operations. 

Since then, we have adopted energy conservation measures 
at our facilities, acquired extra storage capacity, added alternate 
fuel-burning capabilities, and, where appropriate, we have con- 
verted the boilers at a number of our primary manufacturing 
plants to burn greater amounts of waste materials. 

By virtue of the precautionary measures we have taken, at 
this time we do not forsee serious curtailment of our operations 
due to energy shortages in 1974. 

Fuel and energy costs are likely to increase, however, and we 
are unable to predict how much of these increased costs can be 
passed on in the form of price increases for our products. 
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A computer printer (top photo) 
turns out payroll checks for the 
company’s employees. 


The informal work atmosphere in our 
corporate headquarters stimulates 
improved communications. 


| Statements of Corporate Finance and Administrative Costs 


| Statistical Review 


Consolidated 


1973 1972 


75,929 
935 


$ 68,273 


$ 68,273 


6.81% 
12.36% 
1.70 to1 


$730,130 


$359,558 
162,377 
521,935 
7a tof 


37,353 
559,288 
eA 


6,965 
35,870 
$602,123 


82 to1 


$ 125 


$24.57 
31,121,834* 


Year Ended December 31 


1973 


1972 


(expressed in thousands) 


1971 


69,278 
991 


$ 101,122 
23,091 


$ 124,213 


1.83% 
297 
1.64 to1 


$ 792,531 


$ 507,318 


416,845 


924,163 
dks yeawelal 


90,406 


1,014,569 


1.28 tol 


53,946 
35,251 


$1,103,766 


1.39 tol 


$25 
2% 


$25.26 | 


31,125,165 


$11,349 
(10,471) 
878 
955 
27727. 
22,931 
51,613 
$50,735 


1970 


1969 


52,998 
1,023 


$ 64,522 
27,417 


$ 91,939 


4.39% 
— 4.24% 
1.69 tol 


$857,867 


$414,794 


272,610 


687,404 
.80 to 1 


78,961 


766,365 


.89 to1 


17,140 
35,346 


$818,851 
95 to 1 


$ .25 
2% 
$28.57 
31,160,185 


-*Outstanding common shares at December 31, 1973 were 29,486,566. For an expanded discussion of common stock, 
see Note 12 of Notes to Financial Statements included elsewhere herein. 
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Discontinued Operations 


discontinue its realty business. An after-tax re- 

serve of $150 million was added to existing 
realty reserves to cover the costs of a projected 
five-year withdrawal program. 

Recreational land and notes receivable from the 
sale of recreational property constitute the major 
portion of our remaining investment in realty. 

During the past 18 months, we have reduced 
our gross realty investment from $744,456,000 to 
$474,788,000. Today our investment in realty, net 
of debt and reserves, is $140,283,000. 

This reflects a reduction from $348 million to 


[: mid-1972, Boise Cascade made the decision to 
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tion resulting from the California litigation settle- 


$229 million in the gross balance of notes revel 
able, including sales of receivables and the reduc- 
ment. These notes had an original average maturity 
of 1073 years, have an average remaining term of 
612 years, and are 80 percent current. At year-end 
1973, unearned discount and the reserve for doubt- 
ful accounts was approximately $38,326,000, or 
15 percent of the balance of the receivables. It 
should be pointed out that the principal balance 
of delinquent receivables is approximately $46 mil- 
lion. The estimated wholesale value of the land 
held as security for these delinquent receivables is 
approximately 54 percent of the note balances, leav- 
ing approximately $21 million to be charged against 


the reserve for doubtful accounts should all these realty losses for tax purposes and the future earn- 
Teceivables default. ings of our basic businesses. The company believes 
We are pleased with the progress which has that its reserves are adequate to complete the 
been made to date in the liquidation of realty realty liquidation program. 
; inventory. Our largest remaining project invest- In February 1973, the company sold its northern 
ment is in Hawaii. With rising inflation and a re- California timber and wood products operation. As 
duction in available land zoned for development, a result of this sale, the company realized an ex- 
we will move deliberately with an orderly market- traordinary gain of $48,600,000 net of related taxes 
ing program for our remaining land inventory. of $28 million. 

Our total reserves against realty are now ap- In August 1973, the company sold the assets of 
proximately $171 million, including a provision for Communications/Research/Machines, Inc., and the 
liquidation costs and contingencies. Approximately George Macy Companies, Inc., which substantially 
_ $21.7 million in tax benefits exceeding those esti- comprised its publishing business. 

mated on June 30, 1972, have been added to the 
reserves during 1973. The realization of the realty 
deferred tax benefits and any possible additional 
tax benefits are dependent upon the timing of 


Statement of Income by Businesses 

Year Ended December 31, 1973 and 
Consolidated Year Ended December 31, 1972 
(expressed in thousands) : 
Boise Cascade Corporation and Subsidiaries 


Quarterly Results of Operations 
for the Years Ended December 31, 1973 and 1972 


Boise Cascade Corporation and Subsidiaries 


*1972 income from continuing operations. 
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_ Boise Cascade Corporation and Subsidiaries 


Revenues 


NE es ee nae ren Er el he SL i ke he oe 


Costs and expenses 


MER rete ek kg eigenen es ah ailic’s slats NG se Be NYO Cem ovte oan die 4 
Tore ny Tavs Gara fe Faye) INO DSS G0 ath te a er ea gn 
Petre van acminiStratlve EXPENSES: 00 60fh en wes He Le Sete belies ce twee wens 
RNIN NC tee ee De oe ee Satis SFR coke ae Ni weston Vid We Giga ple eee 


Income from continuing operations before income taxes and extraordinary items . . 
SE EIO Ry NORC CS erie One yk le Les sa). sa beds dws a ds eelph pwn dle wo Seme 8s 


Income from continuing operations before extraordinary items 


Loss from discontinued operations, net of taxes (Note 5) 


Income before extraordinary items ............... 0.0.0. ce cee cece eens 
Extraordinary items, net of taxes (Note 6) ............. 00. e eect eee nee 


(VE CL LESSCS | RST ae 5 DIN aoe sae a a Oc eR a 


Per share (Note 1) 


Income from continuing operations before extraordinary items ................ 
Pee mo md SCOMUMICU OMETAUONS fcc ln heise ec 6 sacs os bd cennecetbedie oro dated yale 


Bre eSOCrOLeve <tTdOLGIMdaTVy IONS tussles Os Sone wae Os wie de wpm eiee eS waa 
Beret EN REDS Se ee 67, fusca eas ay io foe aoe aed bee wl OURS RRR e Mie ane Y ue Kes 


Pm Re SS | eee een tg ores ia avn Sen's obs Fe ok ae OS ee EMER Re eden Oe eee 


The accompanying notes are an integral part of these statements of income. 


Sie) mw) a) (oh (wien 18) 65 6,6 519. 16) 1Whrel se! is] lof e) 6) ees 


Year Ended December 31 


1973 


1972 


(expressed in thousands) 


$1,324,420 
22,120 


1,346,540 


969,600 
43,716 
146,853 
22,931 


1,183,100 


163,440 


73,190 


90,250 
90,250 
51,600 


$ 141,850 


$1,130,780 
15,940 
1,146,720 


858,210 
42,601 
128,759 
36,220 


1,065,790 


80,930 
37,290 
43,640 

(19,250) 
24,390 
(195,000) 

$ (170,610) 
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Boise Cascade Corporation and Subsidiaries 


Assets 


Current 


Assets of realty business in liquidation (Note 4) 


Cash and short-term investments (Note 2) 
Receivables, less reserves of $2,800,000 and $2,875,000 
Inventories, at lower of average cost or market 
Amounts due from divestitures 


CC 


rr 


ee 


0 0 ee © 0 1s 6-6 ©. 6 66 610.10 mm) \e) ©) \e|6):6) 0) 66) 66) © 16 <0. 6.06 0. \0 © 6 es) /e 1e\ 1s 


ee 


Property (Note 1) 


Property and equipment 
Accumulated depreciation 


Timber and timberlands 


Other 


Foreign government notes (Note 8) 
Investment reserve (Note 9) 
Investments in joint ventures and affiliated companies (Note 7) 
Deferred tax benefits (Note 3) 


Other assets 


eC 


ey 


Cr i i i i i, i 


i 


Ce Ce] 


ec 


i CC i i CC, Ce 


See Note 11 regarding assets pledged or mortgaged. 
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December 31 


1973 


1972 


(expressed in thousands) 


$ 186,751 
141,406 
195,725 


523,882 


262,625 


776,414 


(330,446) 


445,968 
114,856 


162,203 
(77,839) 
67,785 
35,712 
50,185 


$1,585,377 


S$ (75476 
166,287 
180,410 

__ 83,429 


505,302 


344,075 


782,394 
(322,249) 
460,145 
125,038 


228,839 
(69,647) 
59,966 
49,802 
78,520 


$1,782,040 


——— 


_ Liabilities and Shareholders’ Equity 


Current 
Prem mrOCAN ULNA CUE Freee ee gl ml cei s aycetaleen lajete chokes 4b diree wisill cis, Gos Or nile Ak gcd avon e 
Sameer Oron-of long-term debt 12.4.8 seas foo as dhs Savy dies cannes ts ules 
ONO DAS ORS SOE SIEN UG Re eae ens Ne an Go eg So 
~ecounta Nayabie and S¢crued liabilities). 52. i cs ce ce ee be ba we eae’ 


Liabilities of realty business in liquidation (Note 4) 
oem eU MTG Atos tera eager, Cee eaten B eas ict, laletig Bo Gih-n'y ts wtgeatsieres ss 
Dae Sas Vente ETO Seals bl eee aaah ostrewed alse Pca. Sv aNe Gc Abo cee os Siespce ee. Kees 


Long-term debt, less current portion (Note 11) .............0 0.00. cece cece 
Minority interests in subsidiaries .................... 0... ce cece cece cece eens 


Shareholders’ equity (Notes 1 and 12) 
aE OS GeO eee ete a) Stas fase bos caps dodo we a Chee ee a a9 
Nana ARC CMe ech, Neat eas 4 ets ste’ Heeal «ove leila ale aa wvliaye ase ORCI 
ONS MIE Sos Stall VEVESTS Sy 0 (GPG) (OEY BRAGA ADS alee An ag ae eo Soe rE 
ema e MOAT MCS cre erator ter Seeens tN Ag Godye bs wens ease ake adien aay ema 
aR OM ee COST iene et Be eile alan sg sd cca aves says h We sede Eaeatenme AME OM 


The accompanying notes are an integral part of these balance sheets. 


December 31 


1973 


1972 


(expressed in thousands) 


$ 6,965 
35,870 
40,477 


225,384 


308,696 


162,377 


16,121 


178,498 


359,558 


8,495 


5,543 
77,881 
400,130 
271,516 


(24,940) 


730,130 


$1,585,377 


$ 


55,133 
80,743 
14,850 


245,477 


396,203 


219,435 


18,808 


238,243 


523,183 


6,691 


5,043 
77,881 
400,638 
133,710 
(52) 


__ 817,720. 
$1,782,040 
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Boise Cascade Corporation and Subsidiaries 


Sources of Working Capital 
Continuing operations 


Income before extraordinary iemis 29.0.2 sn eee ee eee 


Items in income not affecting working capital 
Depreciation and depletion 24 3.2. 3 as eee ee ee 


Deferred income taxes (Note 3)ie. 3.5 o-  e t  eee 
Equity in (earnings) losses of joint ventures and affiliated companies (Note 7)... 
Minority interests in income! 22 3.225 aoa eee eee Re Sen dass obtener 


Total from continuing operations 


CC 


Effect of divestitures and discontinued operations (excluding realty) (Note 5) ...... 
Realty debt assumed by parent (Notes 4and 11) ..................... eres nr 
Additions to long-term debt 733.3522 see ee 
Sale. of property and equipment....2. 3... ee a 
Principal payments received on foreign government notes .................-..+-. 
Tax benefits not affecting income (Note 3) 


Realty 


Other 


CC Cc Cc 


Sc Cc cy 


Uses of Working Capital 
Realty (Note 4) 


Effect of liquidation 


Additional deferred tax benefits 
Payments and current maturities of long-term debt 
Prepayments of long-term debt 


Ce a 


Debt 
Debt assumed by parent 723.51, Since eee oe 
Other payments less borrowings (0-305) ee 


Ce TO Tr a 
minekze pele tence) jeter ie wehiet/e) se 18) 0),0).'0)1 oye 6, ee, 8 fetal lel tw 6. 


Cee TO TS 


Additions to property and equipment 1.0... oe eee DS ea eee 


Expenditures for timber and timberlands 


oy fe ecg Ter ee! be calienwarepsel isis "a, sels, 9:0) fe) 0. 's) (6:6. .8\- 6: jolie: iy; e) ve) fo) Jeu e ie) 


Purchase of treasury. stock (Note 12) < 7255s ee 
Payment of cash dividends + .)0) 2 5./.2 ee eeee ec 
All other, net. ccs S a os oad sak ao a ge en eee 


Total uses of working capital 


Ce 


Inerease: (decrease) in working capitale. eee ee ee 


An analysis of the increase (decrease) in working capital is as follows: 


Cash and short-term investments 
Receivables 


Notes payable and current portion of long-term debt 
Income taxes payable 
Accounts payable and accrued liabilities 


9) “oi 0} 18. 20-8) .0° “6.8; 100! eaer eee meri hh reemelis)uel tei ie) 6) ps: 6),ei ie) Ue) peel soto (eel fel sivavceriewre 
ee Od 
Ce SS SS SS TC TC TSC CS SO OS SS TS Se 
CONC ec Sen Ter NRC Yaa ae SU Tt YO TSC YC eC eC Oe CC SC TY YC YO TC Te Ye See Ye Te Tg 
i a 
ee ry 


Cr rr rr 


Increase’ (decrease) in‘ working capital @ .,.. 4.4.5.5 00-). «eee 


Year Ended December 31 


1973 


1972 


(expressed in thousands) 


$ 90,250 


43,716 
(13,343) 
(6,272) 


2,635 


116,986 


173,186 
2,750 
10,601 
6,257 
5,737 


43,310 
19,203 


(1,421) 


376,609 


(78,763) 


2,750 
54,308 
21,700 
41,852 

132,693 
59,685 
8,588 
24,888 
4,044 
(1,223) 
270,522 


$106,087 


$111,575 
(24,881) 
15,315 
(83,429) 
93,041 
(25,627) 
20,093 
$106,087 


The accompanying notes are an integral part of these statements of changes in financial position. 
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$ 43,640 


42,601 

(2,176) 
42 
655 


84,762 


97,795 
125,000 
14,155 
14,725 
8,756 


16,206 
1,330 

(446) 
362,283 


92,397 
125,000 
72,410 


88,978 
53,552 
4,958 
43 
4,148 
13,528 


455,014 


$ (92,731) 


$ (6,091) 
(58,808) 
(29,874) 

83,429 
(46,679) 
(25,119) 


_ 9,589) 
$ (92,731) 


_ Boise Cascade Corporation and Subsidiaries 


Common 
Shares 
Out- 
standing 
(Note 12) 


31,151,862 


(3,869) 
(252) 


31,147,741 


500 


(1,661,645) 
(30) 


29,486,566 


Balance at December 31, 1971. 


Net loss 


Sy jar else! ejye. ©) (6) 60.0) (0) e) a) ep, wT 1p) s: 


Cash dividends declared 
Common stock at $.125 
Der Sharevp ce: FUR. Ge ces 
Preferred stock at $3.00 
per share 


Treasury stock acquisitions .. 


Other transactions 


eee ee ee ewe 


Balance at December 31, 1972. 


Net income 


6) e: fe} fe e158) le) #) woe in “elel\.6)@7'e 


Cash dividends declared 
Common stock at $.125 
PPC TESUATE te vate Maio dss 


Preferred stock at $3.00 
per share 


alle, ey's,ce (e) ‘ella ete. @ ee, 


Stock options exercised, 
averaging $11.50 per share. . 


Additional payment for prior 
acquisition 


Treasury stock acquisitions .. 
Other transactions 


Ps ene se) > se» e 


Balance at December 31, 1973. 


Total 
Share- 
holders’ 
Equity 


$792,531 $ 5,543 


(170,610) 


(3,892) 

(256) 

(43) 

(10) 
617,720 


141,850 


(3,788) 


(256) 


(629) 
(24,888) 
115 


$730,130 


Preferred Common 


Stock 


Stock 


(Note 12) (Note 12) 


5,043 


$ 5,543 


(expressed in thousands) 


$ 77,881 


77,881 


(1) 


Addi- 
tional 
Paid-in 
Capital 


$400,648 


(10) 


400,638 


116 


Retained 
Earnings 
(Notes 1 
and 12) 
$308,468 


(170,610) 


(3,892) 


(256) 


133,710 


141,850 


Treasury 
Stock 
(Note 12) 


$ (9) 


(43) 


(52) 


(24,888) 


$ 77,881 $400,130 $271,516 $(24,940) 


The accompanying notes are an integral part of these statements of shareholders’ equity. 
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Boise Cascade Corporation and Subsidiaries 


1. Summary of Significant Accounting Policies 


Consolidation The financial statements include the accounts of the Company and all subsidiaries in 
which it holds a majority interest. All intercompany items and transactions are eliminated in the 
preparation of the consolidated financial statements. For investments in which less than a majority 
interest is held, but in which management control or significant influence exists, the investment is 
carried at cost adjusted to recognize the Company’s share of earnings or losses from the respective 
dates of acquisition. The equity in earnings (losses) is included in “Interest and other income” in the 
statements of income. The investment is reduced when dividends are received. Other investments are 
carried at cost unless a permanent decline in value is deemed to have occurred. At December 31, 1973, 
the carrying amount of investments in consolidated subsidiaries exceeded underlying book value by 
$4,060,000. Substantially all of this amount is being amortized over periods not exceeding 40 years. 


Foreign Operations Current assets, long-term receivables and current liabilities of foreign operations 
have been translated into U.S. dollars at rates of exchange in effect at the balance sheet dates. The 
remaining accounts have been translated at historical exchange rates. Long-term debt, if translated at 
the rates of exchange in effect on December 31, 1973, would increase by $140,000 for the Company 
and $650,000 for Joint Ventures and Affiliated Companies (Note 7). Statements of income have been 
translated at exchange rates effective during the periods covered. Exchange gains and losses are 
included in “Interest and other income” and are not significant. Net income from foreign sources, 
excluding Canada, was $12,875,000 for the year ended December 31, 1973, and $9,390,000 for the year 
ended December 31, 1972. The Company’s net investment in foreign countries, excluding Canada, but 
including foreign government notes, was $168,258,000 at December 31, 1973, and $245,921,000 at 
December 31, 1972. Approximately $2,579,000 of the Company’s retained earnings attributable to 
certain foreign operations are restricted by the foreign government in terms of repatriation of 
dividends to the United States. 


Research and Development Costs Research and development expenditures are charged to income 
during the year in which they are incurred. In limited cases where they are identifiable with specific 
products they are amortized over a five-year period using rates based on projected sales. 


Start-Up Costs Pre-operating costs incurred in conjunction with major new manufacturing facilities 
are capitalized during the period of construction and are amortized over periods ranging up to 10 years. 


Net Income Per Share Net income per share has been computed on the basis of the average number 
of common shares outstanding during the year after deducting from net income the dividends on the 
preferred shares. The exercise of stock options and the conversion of Series A preferred stock would 
not be dilutive; therefore, they have not been included in the computation of average outstanding 
shares. The convertible subordinated notes are not common stock equivalents and are not included 
in the computations. Fully diluted earnings per share are not shown because the shares arising from the 
assumption of the conversions are not dilutive. The average number of shares used in the computation 
was 31,121,834 in 1973, and 31,150,412 in 1972. (See Note 12 regarding purchase of common stock.) © 


Property Property and equipment are recorded at cost, while timber and timberlands are presented 
at cost less accumulated depletion. Interest is normally expensed as incurred except when it is in- 
curred in conjunction with major capital additions and then it is capitalized as part of the asset cost. 
Lease obligations for which the Company assumes substantially all the property rights and risks of 
ownership are capitalized. 


Provisions for depreciation and amortization of buildings, machinery and equipment are computed 
for financial reporting purposes substantially at straight-line rates based upon the estimated service 
lives of the various units of property after allowances for estimated salvage. Generally the rates 
average 6.25% on papermills and 10.00% on sawmills and range from 2.50% te 20.00% on all other 
principal items of property and equipment. 


Depletion of timber and amortization of logging roads are determined on the basis of timber removals 
at rates based on estimated recoverable timber and are credited to the respective asset accounts. 
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Maintenance and repairs are expensed as incurred, as are minor replacements. Improvements which 
increase the useful life of the property and replacements of major units of property are capitalized 
and the replaced property is retired. The net book value of property sold or retired is relieved from 
the asset and the related depreciation accounts, and the net gain or loss is included in income. Certain 
operating divisions utilize composite depreciation methods, and accordingly there is no gain or loss on 
partial sales or retirements. 


Discontinued Operations Revenues, costs and expenses, and income taxes of discontinued opera- 
tions (Note 5) for the year ended December 31, 1972, are shown in the caption “Loss from discon- 
tinued operations” in the statements of income, and have been restated to include operations dis- 
continued during 1973, principally the Company’s publishing business. During the year ended Decem- 
ber 31, 1973, the amounts relating to discontinued operations were not significant and are not shown 
separately. Assets and liabilities of discontinued operations are included in the balance sheets until 
disposition. All assets of the realty business, including those of Boise Cascade Credit Corporation, less 
reserves, are included in the caption ‘“‘Assets of realty business in liquidation.” Liabilities of the realty 
business are segregated into the captions “Realty debt” and ‘‘Other realty liabilities.” 


2. Cash, Short-term Investments and Notes Payable 


The Company has informal arrangements with various banks under which average compensating 
balances are to be maintained equal to approximately 15% of certain loans and commitments. During 
the year ended December 31, 1973, the average amount of compensating balances was $39,000,000. 


Cash and short-term investments at December 31, 1973 and 1972 consisted of the following: 


December 31 
1973 1972 
(expressed in thousands) 
Bae emi ama clentand COPOSIUS . 221.2 se) ae cd e-iow eee te ee enon so ee ee ew ea $ 40,623 $ 70,400 
_ Time deposits and certificates of deposit ... = Aa ag aimee ae eae eS MADAME ge 126,812 867 
i Short-term investments, at cost which approximates market .................+.+. 19,316 3,909 
a $186,751 $ 75,176 


' During 1973, the Company’s average aggregate short-term notes payable were $4,389,000 and in no 
month did the short-term notes payable exceed $6,965,000. The weighted average interest rate on 
short-term notes payable was 9.70%. Short-term notes payable of $50,500,000 were paid in January, 
1973, and were excluded from the preceding calculations. 


In 1973, the Company had available to it a $50,000,000 one-year revolving credit agreement at the 
_ prime rate of interest. A commitment fee of '!/2 of 1% is required to be paid on the unused line of 
' credit. No borrowings were made under this agreement in 1973. 


3. Income Taxes 


Income tax expense includes the following components: 


Total Total 
Federal State Foreign 1973 1972 
(expressed in thousands) 
Birrent PCO ERK E Shae s ee Nise tics sree ses $ 71,142 $ 9,815 $ 7,365 $ 88,322 $ 41,066 
Heterred income.taxes ...........56..5. (11,416) (1,559) (368) (13,343) (2,176) 
MaeStinenttax:Gredil ic)... 6 leases aes (1,789) — — (1,789) (1,600) 


$ 57,937 $ 8,256 $ 6,997 $ 73,190 $ 37,290 
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continued 
Boise Cascade Corporation and Subsidiaries 


A reconciliation of the theoretical tax expense, assuming all United States and foreign income is taxed 
at the statutory U.S. federal income tax rate, and the Company’s actual tax expense is as follows: 


1973 1972 
Percentage Percentage 
of Pretax of Pretax 


Amount Income Amount Income 


(expressed in thousands, except percentages) 


Theoretical tax expense v3. eee a ee $ 78,451 48.00% $ 38,846 48.00% 
Increases (decreases) in taxes resulting from 
Income taxed at capital gains rates: 2.2... see (7:77) (4.77%) (2,388) (2.95 %) 
Investment tax credit\. $e.css50 eee (1,789) (1.10%) (1,600) (1.97%) 
Foreign income and withholding taxes in excess 
of theoretical tax expensery. 0.5.56. eee 3,175 1.95% 3,394 4.19% 
Foreign income tax credits: 21. ee (4,572) (2.79%) (2,320) (2.87%) 
State income taxes, net of federal tax benefit ........ 4,293 2.62% 2120 2.62% 
Other: 2) os eis ee ee 1,407 86% (762) (.94%) 
Actual tax expense . ct 2s page ee $ 73,190 44.77% $ 37,290 46.08 % 


Deferred income taxes result from timing differences in recognition of revenue and expense for tax 
and financial statement purposes. During 1973 and 1972 the nature of these differences and the tax 
effect of each were as follows: 


1973 1972 

(expressed in thousands) 

Excess of, book over tax depreciation . 17.27. v9 = eee hae $ (2,463) $: (2,045) 
Deferred expense amortization <.¢. «,.5 3 5s0 ee ee (2,385) (184) 
Warranty and other costs not deductible wnii) paige ee eee (7,370) 365 
Other 62. cine eb ee cog a ee (1,125) (312) 


$ (13,343) $ (2,176) 


As a part of the extraordinary charges applicable to the discontinuance of the Company’s realty busi- 
ness (Note 4), estimated future tax benefits applicable to the losses were recorded. However, these 
benefits are not realized for tax purposes until the losses are actually incurred. During 1973, the Com- 
pany realized $43,310,000 of such benefits. 


It is the policy of the Company, as discussed in Note 9, to record the income tax benefits of losses - 
on the disposition of foreign government notes and other Latin American investments when such 
benefits are realized. These benefits are credited to the investment reserve and are not reflected in 
the statements of income. During 1973, the Company realized $19,203,000 of such benefits. 


The Company has undistributed earnings of approximately $49,681,000 from certain of its foreign sub- 
sidiaries. United States income taxes, net of allowable foreign income tax credits, have been provided 
on $9,835,000 of the undistributed earnings. The Company has not provided United States income 
taxes on $39,846,000 of the undistributed earnings of its Canadian subsidiaries because of its plans to 
reinvest these earnings in Canada. The Company believes that foreign income tax credits would be 
available to substantially offset any such taxes. 


The Company’s income tax returns have been examined through 1969 and certain deficiencies have 
been proposed. The amount of deficiencies, if any, which may actually be assessed cannot be deter- 
mined at this time, but the Company believes that it has sufficient reserves to cover any such assess- 
ments. 
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4. Realty Business in Liquidation 


In mid-1972, the Company made the decision to discontinue its remaining realty business. The Com- 
pany’s plan to withdraw from and liquidate the realty business anticipates that substantially all of 
this business will be liquidated within the next three and one-half years. 

Liquidating Statement 


Net liquidation costs associated with the withdrawal from the on-site housing portion of the realty 
business for the period January 1 through June 30, 1972, and for the entire realty business for the six 
_ months ended December 31, 1972, and for the year ended December 31, 1973, have been charged to the 
_ reserve for estimated future liquidation costs and contingencies and consist of the following: 


Year Ended December 31 
1973 1972 


(expressed in thousands) 


Liquidating costs 


PEMIME eternity) SCEVIGES SOG) 0) oe ibe ke ek eed bis on beh ewcoe eee eeee ue ys Aa We 8 $ 78,329 
Peres CMIOIGIrallVe EXPENSES . s.ccc ced yews eet eee eee etn es 28,719 28,397 
eee iteaniOlmand SettIOMeNnt .. 015 feck Plt e a eee wee bane eee ees 27,500 a 
RN ss PLE NI Loy Yhoes cs a The d! Sha ds viata sch Suge ee dw wath ele wee 26,852 14,415 
ue ued sha S lyre. 2 GRITS age eee A ga 4,770 f,023 
1504040 9) 21997164 

Liquidating revenues 
em POMBE CU MICS. eal. iy iv css 6's ee eis be dS ees dee les dee lee we 63,534 82,442 
OPPS TV DLE es eA ea 23,956 14,567 
87,490 97,009 
RM STC G10 ee re eee eee eis a Po ae yee Sa hens vb eee Ue aie be $ 71,704 oe Aad Ways) 


Reserve for Estimated Future Liquidation Costs and Contingencies 


An analysis of the reserve for estimated future liquidation costs and contingencies for the periods is as 
follows: 


Year Ended December 31 
1973 L972 
(expressed in thousands) 
er TN Ge er een Sige pigs acc evr sees sls siege wee eben AE $(126,858) $ (20,606) 
Provision for losses as part of the extraordinary charge (Note 6) .................-. — (131,407) 
Se LOL OUIIGEI TT A GAR of gt See i re, Se earn) 71,704 25,155 
Baeror (rom Inventory Vala tOMMreSOrVE:. 6.6. 5 a lees hee ee na eee eens (1,451) — 
eamMferaCledelOr ie, TeSCr Uhr ne. oe he ee da els one dee wale we Sees ee ape ees (21,700) fee 
(SESH, Sunrise UE NENCTES  gae ga. yee On ee a irae $ (78,305) $(126,858) 


The reserves for losses applicable to the discontinued realty business are estimates of the net amount 
of loss to be incurred from June 30, 1972, to completion of liquidation in accordance with planned 
objectives and commitments. Net liquidation costs, including interest expense, administration and 
property taxes incurred after June 30, 1972, through final liquidation, net of interest collected on notes 
Teceivable, are charged to the reserve established as a part of the extraordinary charges. Therefore, 


41 


continued 
Boise Cascade Corporation and Subsidiaries 


the income or losses attributable to the withdrawal from and liquidation of the realty business will not 
be reflected in the Company’s results of operations after June 30, 1972. 


Tax benefits were originally recorded as part of the extraordinary charges at rates approximating 
expected future realization. Benefits received to date and current estimates of benefits to be realized 
are greater than originally expected. Accordingly, the estimated tax benefits to be realized from realty 
losses were increased by $21,700,000 and an equal amount was added to the reserve for estimated 
future liquidation costs and contingencies. 


Management believes, based upon available information, that the reserve balances will be adequate. 


Assets of Realty Business in Liquidation 
The assets of the discontinued realty business are shown separately as a single item on the accom- 
panying balance sheets and consist of the following: 


December 31 

1973 1972 

é (expressed in thousands) 

Gash and short-term investments: = -..5. 2 2 acre rein eee ete ere $ 55,156 $ 65,560 
Receivables, less unearned interest and discount of $4,363,000 and $8,153,000 and 

reserves for doubtful accounts of $33,963,000 and $36,299,000, with 

$39,000,000 due-in one° years <2) .04 3s - oe Sn Sunt: (a eae 190,350* 273,059 

Real estate under contract of sale <=. ..3: 5 fee ee a ee 8,787 — 

Real estate held for sale, at estimated realizable valueussseeee es eee 116,019 156,128 

Estimated costs to complete real estate projectstscm maser se - .  ee (40,355) (43,585) 

Other realty assets. ....6.5 4 5 55 eee Aeterna eee 10,973 19,771 

Reserve for estimated future liquidation costs and contingencies ................. (78,305) (126,858) 

$ 262,625 $ 344,075 


*At December 31, 1973, 80% of the outstanding receivables are current (not over 30 days past due). 


At December 31, 1973, the Company was contingently liable in the amount of $21,607,000 for receiv- 
ables which were sold with recourse. The portion due in one year is approximately $4,947,000. Realty 
reserves for doubtful accounts include an amount for estimated losses on such receivables. In addition, 
the realty subsidiary has guaranteed $2,272,000 of loans of divested companies and unaffiliated 
companies, approximately $1,947,000 of dealer floor plan financing and $5,476,000 of third party 
financing. These guarantees were primarily made in connection with sales of mobile homes and 
recreational vehicles prior to the disposition of those operations in 1972 (Note 5). 


Realty Debt 
Realty debt consists of the following: 


December 31 
1973 1972 
(expressed in thousands) 
Boise Cascade Credit Corporation Debentures, 10%, due in1975 ..............-... $ 67,251 $ 75,000 
Notes payable to banks, secured by common stock of Boise Cascade 
Credit Corporation, with interest at 34% over the prime rate 
resulting in rates of 10.75% and 6.50 %s(Noten2)ee ce ee 69,000 75,000 
Other notes payable of which $19,524,000 is secured by certain realty assets 
of $39,952,000, with interest rates averaging 6.80% and 7.60% ................ 26,126 69,435 
$ 162,377 $ 219,435 
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_ Scheduled payments of realty debt are as follows: 


Remainder Final 
Payable Payment 
1974 1975 1976 1977 1978 Thereafter Date 
(expressed in thousands) 
_ Boise Cascade Credit 
Corporation Debentures.... $ — Doe wad rm ti —— wpe te see OR he Sie 1975 
_ Notes payable to banks ...... 9,000 9,000 12,000 12,000 12,000 15,000 1979 
= Other notes payable ......... 4,961 4,864 4,380 3,846 sha WA 6,863 2009 
$13,961 $81,115 $16,380 $15,846 $13,212 $21,863 


‘In March, 1973, and August, 1972, respectively, the Company assumed $2,750,000 and $125,000,000 of notes 
payable previously included as realty debt (Note 11). 


In August, 1973, plans were announced to purchase and retire up to $40,000,000 of the Boise Cascade Credit 
_ Corporation 10% Debentures due in 1975. Purchases of the Debentures are made from time to time at prices 
' which are satisfactory to the Company. As of December 31, 1973, $7,749,000 principal amount of Debentures 
_ had been purchased. 


_ Statements of Changes in Financial Position from Realty 
_ The effect of the realty business on the funds flow of the Company is as follows: 


,, Year Ended December 31 
A : 1973 1972 
5 (expressed in thousands) 
: TE UbNS “a CYou Vere ER Val a TOE WG TSRSISIN © at 1/2, Meier leas anes ia aE ae et $ — $ (16,685) 
© OTNPSS LI PSI SURE WIIG Sate Big o> la cr ea See era — (3,657) 
: Pru ene ODe ah OMS Wn ae ng alssoe ewe ocd ws. a a's She Sola ele 084 — (20,342) 
‘ erence Cee aes TC Caren eter a veer eral ve eG ae de gs aw goin 4 be ee wR — (150,000) 
_ Items in extraordinary charge not affecting working capital 
. LLEWWEDIYS SAUTE ERY STATS SSE AU Se fas SDE ca? Aa Rie er er are ce 210,000 
: LSAT SIG Wa 6 Seg SGT ae ae) STE RP — (60,000) 
Net cost of Gre Allon CHa Poem tOnENG TESEr VC 404 oy, seca sissy ism son in ace G epee acca aver wlale (71,704) (255159) 
| BEE Ecoe (Perel VaDIeS jyrieics se Cen mr We toe thn so claitie sida a be sik ee Skene eat mee 82,709* 10,450 
rf Wecrease in real estate held for sale and other realty assets ..............-++++-++- 38,341 37,712 
Be aSe Onner Teall y) babi ities erse reheated etaw ars pole ap od «wee ee perme Berd Gene ge (2,687) (36,614) 
Decrease (increase) in cash and short-term investments ...........-.-e0eeeeeeeee 10,404 (58,448) 
Se apeNnciiisddced tO tne LESCIVe iesst te gs eo es sae Fe eo ae eee eae wloune ob abs 21,700 — 


‘Z $ 78,763 $ (92,397) 


_ *Includes an approximate $12,000,000 reduction in note balances as a result of the California litigation settlement and 
$30,300,000 of receivables sold without recourse. 


Litigation Settlement The class actions and related litigation involving the Company’s recreation 
community projects in California and Nevada were settled during 1973. A fund of $24,000,000 was 
' established under the terms of the settlement for refunds to lot purchasers, and $2,500,000 was pro- 
_ vided for costs of administering the settlements including expenses of public agencies and attorneys’ 
_ fees. In addition, the Company incurred other costs of approximately $1,000,000 in administering the 
~ settlement. In October, 1973, claimants received pro rata cash refunds of approximately $12,000,000 
. and a reduction of approximately $12,000,000 on any balances owed on their property. A provision 
had been made for these expenditures in previously established reserves and no additional losses 
were incurred by the Company as a result thereof. 


43 


continued 
Boise Cascade Corporation and Subsidiaries 


5. Discontinued Operations 


Northern California Wood Products The sale of the Company’s northern California timber and wood 
products operation was concluded in February, 1973, as discussed in Note 6. 


Publishing The sale of substantially all of the Company’s publishing business was concluded in 
August, 1973, as discussed in Note 6. 


Latin America In September, 1973, the Company sold its 13.75% interest in Propulsora Siderurgica, 
S.A.I.C., an Argentine steel mill operation, and realized $6,000,000 from the sale. In 1973, the Com- 
pany received approximately $18,000,000 from the government of Panama as settlement for its utility 
properties located in Panama. In May, 1972, the Company concluded the sale of the Guatemalan 
Electric Company to the government of Guatemala. The Company also sold a Latin American petro- 
chemical plant in 1972. The resultant losses were charged to the investment reserve (Note 9). 


Engineering and Construction Through divestitures and phasing out of unprofitable companies, the 
Company has discontinued its participation in the engineering and construction business. The with- 
drawal from this business was initiated in December, 1972, with the sale of Ebasco Services Incor- 
porated and Vernon Graphics, Inc. The Company also announced in December, 1972, the phasing out 
of Walter Kidde Constructors, Incorporated which was substantially completed in 1973. The sale of 
Chemical Construction Corporation, announced in February, 1973, substantially completed the Com- 
pany’s withdrawal from the operational phase of the engineering and construction business. In Jan- 
uary, 1974, a long-term lease commitment related to the engineering and construction business was 
terminated by the Company pursuant to a settlement agreement. A provision had been made for this 
lease commitment as a part of the 1972 extraordinary items relating to the withdrawal from the busi- 
ness, and no additional losses were incurred by the Company as a result thereof. 


Mobile Home and Recreational Vehicle In December, 1972, the Company sold its U.S., Canadian and 
European mobile home and recreational vehicle business. 


\\ 


Realty Liquidation The Company is liquidating its realty business as discussed in Note 4. 


Other The Company also disposed of several other minor operations during 1972 including a metal 
buildings fabricator. 


Loss from Discontinued Operations The operating results of these operations to the date of sale or 
decision to liquidate are shown in the accompanying 1972 statement of income as ‘“‘Loss from discon- 
tinued operations.” During the year ended December 31, 1973, the loss from discontinued operations 
was not significant and is not shown separately, but is included in “Interest and other income.” Oper- 
ating results of discontinued operations for the year ended December 31, 1972, are as follows: 


Year Ended December 31, 1972 


(expressed in thousands) 


Sales Income 
and Tax Net 
Services Benefits Loss 
Realty = uy) Re Ee eee a SS ee ee ee $ 25,080  $ 17,090  $ (16,685) 
Other discontinued operations 2.) .Gc. 3 eee eee 554,429 4,735 (2,565) 


$579,509 $ 21,825 $ (19,250) 


Interest expense included above amounted to $14,098,000 for realty and $1,834,000 for other discontinued 
operations. 
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Statements of Changes in Financial Position from Discontinued Operations 


bs The effect of divestitures and discontinued operations (other than the realty business) on the funds 
| flow of the Company is as follows: 


Year Ended December 31 
1973 1972 
(expressed in thousands) 
Se ererOmmUISCONNued UPeratlons .... lalcs sc. ccs. ake ese see ceed sees e bees $ — $ (2,565) 
'. Items in loss not affecting working capital 

(teh eal ay Geis bg (yo) CO 5 Tey Stee a ee ce — 8,741 
PIM OO CG eee tie Cn Shee es av sig shh diol seve wc skies vias whet — (1,328) 
Pe MIMO UTeO DE RAOMS cance ore clas. Gi Foshe cd's le slegwaie ssw slo gee baeee — 4,848 
IRIE St VRTUCTUIGE Rohe. eh ee Sc alesse oa box ks ss do veces eae Has ws b's bh eles 51,600 5,000 

_ Extraordinary items not affecting working capital 
Pigotis- applicable to Non-current assets 6.5... cae ee cee tees a 18,559 
Meee rereamraoiie taxes: (DENCNIS) oc... esc. coc seh eye eee u cee bc tees enewanes 7,244 (4,191) 
Networking Capital provided from divestitures ..................000c0cesceeane 114,342 73,579 


$173,186 $_97,795_ 


| The extraordinary charge of $50,000,000 in 1972 applicable to Latin American operations had no effect on the 
| funds flow of the Company (Note 6). 


6. Extraordinary Items 


ie In February, 1973, the Company sold its northern California timber and wood products operation. As 
| aresult of this sale, the Company realized an extraordinary gain of $48,600,000 net of related taxes of 
_ $28,000,000. 


In August, 1973, the Company sold the assets of Communications/Research/Machines, Inc., and The 
George Macy Companies, Inc., which substantially comprised its publishing business. The sale, 

together with other miscellaneous items, resulted in an extraordinary gain of $3,000,000 net of related 
| taxes of $435,000. 


' The extraordinary items in 1972 resulted from the Company’s decision to discontinue all retail sales 
of recreation community property in California and to accelerate the Company’s withdrawal from its 
realty business (Note 4), and to provide for possible additional losses in Latin America. Other 

' gains and losses from divestitures and discontinuances have also been included. A summary of the 
1972 extraordinary items is as follows: 


Tax Effect 
| Gain (Loss) Benefit (Provision) Net Gain (Loss) 


(expressed in thousands) 


Loss related to withdrawal from the realty business .... $(210,000) $ 60,000 $(150,000) 
“Increase in the investment reserve ...........-....--- (50,000) — (50,000) 
6d SRNR ae is Re rR ee tecle t e 9,709 (4,709) 5,000 

3 $(250,291) $ 55,291 $(195,000) 


_ 7. Investments in Joint Ventures and Affiliated Companies 

_ The Company, through a wholly-owned subsidiary, has a 50% interest in an unincorporated joint 
_ venture, Boise Southern Company, which is engaged in the wood products and paper manufacturing 
_ business in Louisiana and Texas. Long-term financing of the paper mill facilities was provided directly 
_ to Boise Southern Company by outside sources under a sale and lease-back agreement. The Company 
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has guaranteed 50% of the lease payments for these facilities, which payments approximate $8,210,- 
000 annually through 1993. In addition, the Company has guaranteed annual lease payments of 
$2,468,000 through 1991 for certain timberlands leased by Boise Southern Company, and has an indem- 
nification agreement with the co-venturer, Southern Forest Products, Inc., a subsidiary of Southern 
Natural Resources, Inc., for 50% of this guarantee. Boise Southern Company is audited by auditors 
other than Arthur Andersen & Co. 


The Company also has a 50% interest in Miramichi Timber Resources Ltd. which operates a market 
pulp mill located in Newcastle, New Brunswick, Canada, producing bleached and unbleached pulp 
for export. Long-term contracts provide for the sale of certain of the output to the corporations owning 
the other 50% of the operation. 


In addition to the two ventures described above, the Company, through another wholly-owned sub- 
sidiary, has a 50% interest in Duropack Neusiedler-Wiener Wellpappe Gesellschaft mbH, a company 
engaged in the corrugated container business in Austria. The Company also is co-venturer with 
Chevron Land and Development Co., a subsidiary of Standard Oil of California, in Sepulveda Prop- 
erties, Inc., a firm engaged in the development of commercial property in El Segundo, California. In 
conjunction with the latter venture, the Company has guaranteed approximately $773,000 of annual 
payments under a “lease of convenience,” and debt of approximately $6,900,000. 


Summary of Financial Condition of Joint Ventures and Affiliated Companies 


December 31 
1973 1972 
Miramichi 
Boise Timber 
Southern Resources 
Company Ltd. Other Combined (Gombined 
Assets (expressed in thousands) 
Gurrentassets oo. os. ee eee $ 16,274 $ 13,243 $ 6,421 $ 35,938 $ 31,379 
Property and equipment, net ........... 93,700 34,870 25,193 153,763 161,334 
Timbersanc timberland... 2 ae eee 79,275 7,870 = 87,145 87,866 
Otherassets) 3360. «oe ee 21,484 237 860 22,5981 21,955 
$210,733 $ 56,220 $ 32,474 $299,427 $302,534 
Liabilities and Equity 
Current iva bilities) (ics. sucess ate tee $ 13,094 $ 13,124 $ 5,463 $ 31,681 $ 33,933 
Long-term debt 
Due“inancialinstitutions S22 25.4) eee 120,129 22,044 2,314 144,487 159,776 
Due joint venture partners .....\..... — 15,235 13,873 29,108 37,014 
EQUity: ooya.2 athe tare ea eae eee, ne aoa ier 77,5910 5,817 10,824 94,151 71,811 
$210,733 $ 56,220 $ 32,474 $299,427 $302,534 
Boise Cascade Corporation Interest 
In: long-termidebim. cmaree seeee ee $ = $ 14,427 $ — $ 14,427 $ 17,409 
In equity: eid ee ee 38,755 2,909 5,412 47,076 35,905 
Se88y755 $ 17,336 Gi a2 $ 61,503 $ 53,314: 
Boise Cascade Corporation Investment . . $ 44,944 $ 17,347 $ 5,494 $ 67,785 $ 59,966 
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The difference between the Company’s investment in Joint Ventures and Affiliated Companies and the 
_Company’s interest therein arises primarily because the Company’s cost exceeded the underlying book 

value of these investments by $6,282,000 at December 31, 1973, and $6,652,000 at December 31, 1972. 
_ Substantially all of this difference is attributable to the Company’s investment in Boise Southern 
Company, and is being amortized on a straight-line basis over a 15-year period. 


Summary of Operating Results of Joint Ventures and Affiliated Companies 


8 Year Ended December 31 
uh 1973 1972 
bs Miramichi 
Boise Timber 
Southern Resources 
! Company Ltd. Other Combined Combined 
(expressed in thousands) 
ie kak. $ 83,262 $ 36,092 $ 22,024 $141,378 $118,833 
Mee Osis aud expenses ................... 48,702 30,761 19,682 99,145 95,640 
e Depreciation and depletion ............ 12,394 2,788 533 15,745 12,798 
ES BEPETOSOXPENSE 5. ee ee ce ee as 8,296 4,694 559 13,549 10,339 
ae BOC RARE SW en ies okie ve a o's coe bs — — 245 245 10 
Me Nei income (loss)..................-. $ 13,870 $ (2,151) $ 1,005 $ 12,724 $ 46 


. Boise Cascade Corporation Equity in 
=. Earnings (Losses) .................. $ 6,935 $ (1,084) pipes $ 6,272 $ (42) 


The Company includes as part of its tax provision, income taxes attributable to its equity in earnings 
_ of Boise Southern Company. Boise Southern Company is an unincorporated joint venture and as such 
_ does not provide income taxes. Boise Southern Company has included in its net income the after tax 
- income from 50%-owned incorporated businesses. Miramichi Timber Resources Ltd., Duropack 
_Neusiedler-Wiener Wellpappe Gesellschaft mbH and Sepulveda Properties, Inc. are corporations and 
each files separate income tax returns. The Company records its equity in earnings or losses after 
' taxes on these operations. However, Miramichi Timber Resources Ltd. has sustained operating losses 
' through 1973, and the Company has recorded its share of the losses without recognition of any tax 
_ benefits which may accrue to Miramichi Timber Resources Ltd. The approximate amount of the oper- 
_ ating loss carry-forward and additional depreciation and amortization available to Miramichi Timber 
Resources Ltd. for Canadian income tax purposes aggregates $15,000,000. 


8. Foreign Government Notes 


_ Utility properties have been sold in prior years to foreign governments for a combination of cash and 
_ long-term notes which are payable in U.S. dollars. 


The notes, which bear interest at an average rate of 6.30%, consist of the following: 


December 31 
; 1973 1972 
(expressed in thousands) 
f te Uhr a Oe fae ob eta hel tye ', iN Ce aw 8 otis Wie ds oo wee Wee 4 $ — $ 3,483 
hg pe a OE REIS ORS ee 79,310 121,894 
ee ae EC ai Le Nie a ai ws ood & s)he pales ee wi Sle aie soe www ore 75,146 75,146 
SUNT oo SRE SS ee a — 20,163 
EE TROUT) Wh recon I ge 0s A Oe a eer ae 7,747 8,153 


$162,203 $228,839 


ERLE MPT ES 
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Scheduled principal collections are as follows: 


Brazil Chile Costa Rica Total 
(expressed in thousands) 

BBS 0: Sie Ane a Cer mara nT AERA ears InaenAtah aA Yas neh a SA ce og a uae $ — $ — $ 438 $ 438 
HES ds ane ear coe rar eI ER eer dr AIG n a Ae A nana ee tyseh vcnes BEES iy — 12,528 413 12,941 
LOT Bogie ie bcs aS LSA Sah Soe aR wR pee Pek ee oR omar eee a re — a sL32 446 3,578 
V4 Con nnn eran erm n Nios Mpa etue a a eee Se — SalaZ 481 3,613 
iL: 4s Manure mre nS MOVE in IGN ae ie Me | usa A — yd les 519 3,651 
TG7O-19 88 ooo eos eeerd lees came is eaten eo oe 563 15,660 3,279 19,502 
1984-1988 | os £5 PRG) ey oe ees eee 26,359 15,660 27 44,190 
1989-19938 «aise tees i ea 22,314 15,660 — 37,974 
1994-1998 oo dv aerate cuctermn. a Unieeh neh ohee eee nae 15,664 6,242 — 21,906 
1999-2008 = oe aR toa oo ee / 9,968 — — 9,968 
2004-2009 ©. 2. ino Se aac ee ices ae ee 4,442 — — 4,442 


$ 79,310 $ 75,146 $. 7,747 $162,203 


During 1973, the Company received $3,483,000 as proceeds of the Argentine notes and invested this 
amount in short-term treasury obligations of the Argentine government. The Company is contractually 
obligated to reinvest this amount in Argentina. 


During 1973, the Company sold certain Brazilian notes maturing in the years 1973-1983 with a prin- 
cipal amount of $40,736,000 for $35,464,000 and all of the Colombian notes having a principal amount 
of $20,163,000 for $17,078,000. The resultant losses were charged to the investment reserve (Note 9). 


Pursuant to a revised installment schedule, the Company has received during 1973 interest payments 
totaling $3,000,000 from the Chilean government. Future interest payments of $1,500,000 are due semi- 
annually through August, 1974. The principal payment schedule is due to resume in 1975, when the 
deferred balances of 1972-1974 principal and interest installments will also become due. 


Certain of the foreign government notes are pledged as security for long-term debt as described in 
Note 11. 


9. Investment Reserve 


The Company has an investment reserve to absorb losses related to its investments in foreign gov- 
ernment notes (Note 8) and other Latin American investments. Pretax losses which are incurred on 
these investments are charged to the investment reserve. Related tax benefits are credited to the 
reserve when realized and are not reflected in the statements of income. 


The foreign government notes are not publicly traded and there are no market quotations available. 
The Company intends, as favorable opportunities arise, either to sell the foreign government notes or 
to convert them into investments in timber or paper related businesses through various possible in- 
vesting arrangements. Management believes that the investment reserve is adequate to absorb any 
losses which may be incurred as a result of such sale, conversion or other disposition of these notes 
and other Latin American investments. 
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Summarized below are the investments related to the reserve, and transactions in the reserve during 
the years ended December 31, 1973 and 1972: 


December 31 
1973 1972 
(expressed in thousands) 


Foreign government notes,................ is Bote ears LU Ra ua Aegan oc ae $162,203 $228,839 


MIAN Cs Caray Re gee cuore eM OD ye ins Suh ulate «Lig home Oa eee eas 1,569 1,871 
SMAI OTICAN JINVESHMECMIS©<.. 2229s be es oe hss cee be oe ae ieee bess 39,833 58,657 
“CUED AOSHI ESE BAUS Qc Rips en 2080 ya Te a ee 203,605 289,367 

mepeanent reserve, beginning balance Sirsa. ook ee on bs viele EE soe (69,647) (42,356) 
Additional provision as part of the extraordinary items (Note 6) .................. — (50,000) 
Losses from disposition of Latin American investments and notes ................ 9,988 22,954 
Re SETI SES Petes criae sale wid acc esis ss ds vs he pale Dele oe me epic ws 1,023 1,085 
NEE NMS TEESE PE en RR Se ies ier Ia ai aid, p a's oo o's sche ge Hi ORG eae (19,203) (1,330) 
Mumervestinent reserve, ending balance 2.2... 0.0.0.0... cc ce cece cn ee eat nneees (77,839) (69,647) 
LS CEN PEISPRUEIORE \s cys GS6a YG ie ee caer a er ie cere $125,766 $219,720 


A subsidiary of the Company, Shanghai Power Co., formerly owned and operated an electric utility 
_ serving Shanghai, China. Its properties were taken over by the People’s Republic of China in 1950. 
Pursuant to the China Claims Act, the U.S. Foreign Claims Settlement Commission has certified a 
claim against the People’s Republic of $55,600,000 plus interest at 6% from 1950 for the expropriated 
properties. As part of the efforts to normalize relations between the United States and the People’s 
_ Republic, negotiations are being conducted between the two governments, seeking to settle this and 
similar claims against the People’s Republic by other American nationals aggregating approximately 
_ $200,000,000. It is not possible to predict the outcome of these negotiations and therefore the claim is 
' not reflected in the Company’s assets. 


The Company owns 80% of the common stock of Shanghai Power Co. which also has outstanding 
_ preferred stock and debentures. A declaratory judgment action was commenced in 1972 in the 
| Chancery Court of Delaware, the state of incorporation of Shanghai Power Co., to determine the 
_ respective rights of all security holders. In January, 1974, the court sustained the Company’s position 
| that the preferred stock and debentures have no value nor any claim to the assets of Shanghai Power 
Co. because they were issued in Chinese currency which had become worthless prior to or at the time 
of the 1950 take-over. The decision is subject to appeal. 


e 10. Retirement and Pension Plans 


December 31, 1973, unfunded prior service costs were approximately $78,300,000 and are being 
amortized over periods of up to 30 years. The provision for the year ended December 31, 1973, which 
- included amortization of prior service costs, was $10,325,000 compared to the 1972 provision of 
_ $9,471,000. The Company funds substantially all pension costs provided. As of the date of the last 
_ actuarial valuation, the actuarially computed value of vested benefits in the plans exceeded the total 
_ pension fund assets at market value and year-end balance sheet pension plan accruals by approxi- 
mately $17,650,000. 


| 
_ The Company has several retirement and pension plans covering substantially all employees. At 
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11. Long-term Debt 
Long-term debt (excluding realty debt) is as follows: 


___ Decent e 
1973 1972 
(expressed in thousands) 


Notes payable to banks 
Various U.S. banks, with interest at ¥/2% over the prime rate resulting 
in rates of 10.25% -and 6.50% (NGtG)2)2 os es ons eae ce es $ 78,834 $125,000 
Various European banks, with interest at 1% over the Interbank Eurodollar 
rate resulting ina rate’ 0f:/7:25 Yo sasess ee hom ar eve, a stent ae — 54,000 


Notes payable to insurance companies and other financial institutions, with 
interest rates averaging 7.28% and 7.10% (interest rates on insurance 


companies’ debt range from''5.25°% to:9 2576) -04 2.5. 2 eee eee 187,123 280,460 
American & Foreign Power Company Inc. 
4.80% Debentures, subordinated to other long-term debt ..................-.5- 38,757 38,757 
5.88%. Debentures». 2 ocd cjijacc 0 Gia eae ae etn aia eas 2) < cts ae ane 9,597 15,781 
5.00% Debentures. oo. ics abi acs eee eee ROCs ae och Cea gt eRe eee ee ae 43,229 43,180 
Subordinated notes, convertible to common stock at an average of $28.56 
per share through 1980, with interest rates averaging 6.40% .............-.-5- 8,800 13,200 
Lease-purchase obligations, with interest rates averaging 5.50% and 5.80% ........ 8,805 10,629 
Other long-term debt, with interest rates averaging 5.90% and 6.80% .............. 20,283 22,919 
395,428 603,926 
Less current Portion «<<. cscssben o.oiee dae eee ee od eae ERTS Sara een ee 35,870 80,743 


$359,558 $523,183 


Scheduled payments of long-term debt are as follows: 
Remainder Final 
Payable Payment 
1974 1975 1976> 1977 1978 Thereafter Date 
(expressed in thousands) 
Notes payable to banks......... $10,000 $15,000 $20,000 $20,000 $13,834 $ eee 1978 


Notes payable to insurance 
companies and other 
financial institutions’...... 02 18,304 19,326 16,884 19,954 19,198 93,457 1999 


American & Foreign Power 
Company Inc. 


4.80% Debentures* .......... — — — — — 38,757 1987 

5.88% Debentures 2,50 a 2 980 4,380 4,237 — — — 1976 

5.00% Debentures ........... = a — = — 43,229 2030 

Subordinated otess: 4) 52a ke oe — — — = 8,800 1985 

Lease-purchase obligations ..... 892 930 673 525 458 5,327 1987 

Other long-term debt .......... 5,694 5,639 1,161 956 693 6,140 1992 
$35,870 $45,275 $42,955 $41,435 $34,183 $195,710 


*The Company has purchased $16,418,000 of American & Foreign Power Company Inc. 4.80% Debentures which — 
it intends to use to satisfy the sinking fund requirements. 


_ The Company assumed notes payable of $2,750,000 in March, 1973, and $125,000,000 in August, 1972, 
previously included in realty debt (Note 4). 


In March, 1973, amended or new loan agreements were executed by the Company with its major 

institutional lenders. These loan agreements contain certain restrictions relating to dividends, leasing, 

_ additional borrowings and the types of investments the Company makes. The Company does not 

expect these restrictions to significantly affect any of its operating, financing or expansion plans. 

_ The restriction on dividend payments is discussed in Note 12. At December 31, 1973, the Company had 

' long-term debt outstanding with its principal lenders of $234,880,000 which is secured by $125,000,000 

_ of property and equipment, $47,500,000 of timber and timberlands and $152,700,000 of stock of 

subsidiaries and foreign government notes, all of which are at book value. Under the terms of the 

loan agreements these mortgages will continue until the Company has achieved certain financial 

_ ratios, at which time these loans will revert to their previous unsecured status. The Company estimates 
' that this will occur not later than the first quarter of 1977. 


' The Company also has $49,680,000 of long-term debt outstanding with various other lenders which is 
' secured by assets having a book value of approximately $79,716,000. 


12. Shareholders’ Equity 


Preferred Stock At December 31, 1973, there were 85,284 Series A shares outstanding of the 
10,000,000 shares authorized. The unissued shares may be issued with such voting rights, dividend 
rates, conversion privileges, sinking fund requirements and redemption prices as the board of directors 
may determine, without action by the shareholders. Each share of the Series A stock is without par 
value, is entitled to one vote and an annual dividend of $3.00 (cumulative), is callable at $65.00 after 
September 1, 1974, is entitled to a preference of $65.00 in liquidation and is convertible at any time 
_ to .85 share of common stock. 


There were no changes in the Company’s preferred stock during the year ended December 31, 1973. 


Common Stock At December 31, 1973, there were 50,000,000 shares ($2.50 par value) authorized, 
_ 29,486,566 shares outstanding, and 1,666,076 shares held in the treasury. In 1973, the Company pur- 
chased for the treasury, through an open-market purchase plan and a tender offer, 1,661,645 shares of 
_ its common stock for $24,888,000. Of the unissued shares, a total of 1,232,423 shares are reserved for 
the following: 309,266 shares for conversion of convertible subordinated notes, 72,403 shares for con- 
version of Series A preferred stock and 850,754 shares for issuance under stock option programs. At 
_ December 31, 1973, options were outstanding for 405,467 shares at prices ranging from $9.88 to 
| $67.38 exercisable at various times through 1978. 


' On various dates in 1973, the board of directors granted options to key employees to purchase an 
aggregate of 195,686 shares of common stock of the Company (including options to purchase an aggre- 
_ gate of 120,500 shares to the Company’s officers and one director as a group). The exercise prices of 
_ options to purchase 168,265 of such shares, which range from $9.88 to $13.00 per share, are at the fair 
“market value at the date of grant. The balance of such options covering 27,421 shares, were granted 
on the condition that the optionees consent to the cancellation of outstanding options for an equiva- 
~ lent number of shares granted to them during the periods from July 25, 1968, through April 30, 1970. 
_ The cancelled options were exercisable at prices ranging from $43.14 to $67.38 per share and had 
_ various expiration dates ranging from July 24, 1973, to March 9, 1976. The exercise price of each of 
_ the substitute options remains the same as the price of the corresponding cancelled option until the 
_ date when the latter would have expired; during the remainder of the term of the new options the 
ie prices range from $9.88 to $13.00 per share. 


a Retained Earnings The terms of certain loan agreements restrict the payment of cash dividends on 
- common stock to 15% of consolidated net income, as defined by the agreements, earned subsequent 
to December 31, 1972. The amount of retained earnings not restricted by these provisions at December 
_ 31,1973 was approximately $11,500,000. The loan agreements provide for future relaxation of the divi- 
- dend restrictions as the Company is able to meet certain financial ratios and earnings levels. 
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continued 
Boise Cascade Corporation and Subsidiaries 


13. Litigation 


In 1972, the Company, certain of its directors and officers, and the Company’s auditors were named 
defendants in three suits brought in the United States District Court in Seattle, Washington by nine of 
the forty former shareholders of West Tacoma Newsprint Company. The suits’ principal allegations 
are that the Company violated the federal and state securities laws in connection with the merger of 
West Tacoma Newsprint Company into the Company in 1969. The plaintiffs in these actions col- 
lectively seek damages of approximately $27,000,000 or rescission of the merger. A similar suit was 
filed in the United States District Court in St. Louis, Missouri by the former shareholders of United 
Lumber Company, seeking compensatory damages of approximately $3,000,000 and punitive damages 
of $3,000,000 in connection with the merger of United Lumber Company into the Company in 1969. In 
each case the Company and the other defendants have denied the allegations as being without merit, 
and they are actively defending the suits. 


The Company is one of many defendants in nine private civil anti-trust actions brought in 1972, 1973 
and 1974 in several United States District Courts. The suits purport to be class actions on behalf of 
various classes of lumber or plywood dealers, contractors or consumers who allege a conspiracy 
among virtually all U.S. producers of lumber and plywood to fix and stabilize lumber and plywood 
prices and freight charges. Treble damages are sought, but no specific dollar amount of damages has 
been alleged. Also in 1973, the Federal Trade Commission notified the Company that it and six other 
major plywood producers were named as defendants in a proposed FTC complaint containing allega- 
tions similar to those in the private civil anti-trust actions. The proposed complaint has not been filed 
pending negotiations among the FTC and the defendants as to settlement of the proposed action 
through a consent order. These negotiations did not result in agreement with all defendants on the 
terms of a consent order and the negotiations were terminated in February, 1974. The Company 
believes that its lumber and plywood practices have been and are in full accordance with the law 
and the actions are being actively defended. 


The Company is involved in various other litigation primarily arising in the normal course of business. 
In the opinion of management, the Company’s recovery, if any, or the Company’s liability; if any, 
under any pending litigation, including those mentioned specifically above, would not materially 
affect its financial condition. 


14. Leases and Contingent Liabilities 


The Company has incurred expenses for leases, excluding leases for timber rights, as follows: 


Year Ended December 31 
1973 1972 
(expressed in thousands) 


Continuing operations 


Lease @XPense 0506 oo e ey ces Cee ee a a le oe $16,468 $17,581 . 
Less sublease’ income (34)... 5 3.00 ac ee ee tO. tae, 2) ne (1,284) (1,235) 
Net: lease-expense? < a.:.5 sical ee eee le oN e ny $15,184 $16,346 
Discontinued operations 
Lease @Xpense gio as 5. seca b oe oa eRe eae ee eae ED cE Oe re $ — $20,687 
Less.sublease' income’ «2. ¢-. 2). gis ae eer eee set et a — (1,620) 
Net lease expense ii.) i5 J ncleice a ieee ein erence vei ro eer a $ — $19,067 
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The Company is obligated under leases, as follows: 


1979- 1984- 1989- There- 
; 1974 1975 1976 1977 1978 1983 1988 1993 after 


(expressed in thousands) 


Bea praperty ..» 6,120. $-5,429°°$ 5.1238 $4,701 $ 4,302 $12,953 $5,214 $ 2,032 $ 4,232 


Mobile | 
equipment .. 2,096 1,932 1,043 538 522 Dial: 774 — == 
Nero ws. 1,240 952 569 309 296 126 — — — 
= Less subleases ..... (274) (193) *(075) (148) (148) (187) (7) (—) (—) 
- Net lease 
commitments ....$ 9,183 $ 8,120 --$ 6,560 $5,400 $4,972 $15,163 $5,981 $ 2,032 $ 4,232 


The information in the above table is for existing leases only and does not anticipate future lease 
commitments for which the Company may become obligated. Substantially all lease agreements have 
fixed payment terms based upon the lapse of time. Certain lease agreements provide the Company 
_ with the option to purchase the leased property at its fair market value at the end of the lease term. 


, The present value of non-cancellable financing lease commitments and the imputed impact on net 
» income of capitalizing such lease commitments are not shown because they are not material. Lease 
' expense and lease commitments shown include amounts for both operating and financing leases. 


a The Company is also contingently liable for aggregate annual lease payments of $5,300,000 on leased 
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To the Shareholders of Boise Cascade Corporation: 


We have examined the balance sheets of Boise Cascade Corporation (a Delaware corporation) and 
subsidiaries as of December 31, 1973 and 1972, and the related statements of income, shareholders’ 
equity and changes in financial position for the years then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circum- 
stances. 

In our opinion, the accompanying financial statements present fairly the financial position of 
Boise Cascade Corporation and subsidiaries as of December 31, 1973 and 1972, and the results of 
their operations and the changes in their financial position for the years then ended, in conformity 
with generally accepted accounting principles consistently applied during the periods. 


Boise, Idaho, 
February 15, 1974. 
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Boise Cascade Corporation and Subsidiaries 


; 1973 1972 1971 1970 1969 
: Assets (expressed in thousands) 
- Cashiand short-term investments...... $ 186,751 So) . 75176 $ 81,267 $ 97,955 $ 85,339 
meceivables, less reserves ...........- 141,406 249,716 225,095 235,040 221,902 
_ DEEMILNOLEIGIS— Sea 195,725 180,410 210,284 206,603 182,191 
Assets of realty business in liquidation. 262,625 344,075 518,634 611,957 488,867 
Property and equipment,.net.......... 445,968 460,145 588,493 533,097 483,299 
Samper and timberlands ............. 114,856 125,038 1238777. 118,032 77,346 
4 Foreign government notes:........... 162,203 228,839 237,595 247,521 193,113 
Mupeinvestnent réserve.........2........ (77,839) (69,647) (42,356) (40,140) (40,806) 
Investments in joint ventures and 
miniated COMpP@mieS ...........+- 4. 67,785 59,966 51,354 47,350 38,517 
meretred tax benefits ................ 35,712 49,802 — ae = 
MTACSOIS 8 eal ec gi cee eek 50,185 78,520 114,590 138,979 240,070 
$1,585,377 $1,782,040 $2,108,733 $2,196,394 $1,969,838 
Liabilities and Shareholders’ Equity 
BBS AAV AUIC fo ce en hee oi ee ee os $ 6,965 hi 55, hes $ 53,946 $ 26,687 $17,140 
Current portion of long-term debt ..... 35,870 80,743 30,25 31,819 35,346 
Accounts payable and accrued 
MS ee ce ceca 265,861 260,327 225,619 199,670 237,166 
e LNA TGIG Os Te 5 ae i ae 162,377 219,435 416,845 421,790 272,610 
a Pe ality altar litteS ic: Meats ok s 16,121 18,808 55,422 41,692 42,921 
. ong-term debt, less current portion... 359,558 523,183 507,318 497,249 414,794 
Minority interests in subsidiaries...... 8,495 6,691 16,011 13,995 14,956 
Deferred income taxes............... a ~ 5,790 78,253 77,038 
Serarenolders: equity ... 2.2.1... .63: 730,130 617,720 792,531 885,239 857,867 
$1,585,377 $1,782,040 $2,108,733 $2,196,394 $1,969,838 
Operations 
Revenues from continuing operations 
Ne rr ig oa Swi hn es $1,324,420 $1,130,780 $ 978,750 $ 835,659 $ 828,324 
Imterest and other income............ 22,120 15,940 19,960 32,293 26,727 
1,346,540 1,146,720 998,710 867,952 855,051 
Expenses from continuing operations 
% Mperating expenses ... 2.2.0.0. c esa es 1,160,169 1,029,570 935,243 805,849 770,610 
Interest BK ONISE erere re Rg actrees ais « aie 22,931 36,220 32,471 31,988 27,621 
e BRENIG CARCGy oto se idan ve ve 73,190 37,290 13,036 6,797 20,446 
¢ 1,256,290 1,103,080 980,750 844,634 818,677 
Income (loss), net of taxes 
j From continuing operations .......... 90,250 43,640 17,960 23,318 36,374 
_ From discontinued operations ........ — (19,250) (55,110) 10,632 B7,012 
Brom security Gains 22.2). ng ec. sess — <= — = 7,960 
From extraordinary items ............ 51,600 (195,000) (48,000) — —- 
Net MEGONIRE (LOSS) encety sins Ae es «as Soeseelo.a $ 141,850 $ (170,610) $ (85,150) $ 33,950 $ 81,646 
_ Income (loss) per share, net of taxes 
a From continuing operations .......... $ 2.89 $ 1.39 > .57 $ .74 $1.16 
_ From discontinued operations ........ — (.61) (1.77) 134 1.20 
Income (loss) before security 
gains and extraordinary items .... 2.89 78 (1.20) 1.08 2.36 
Semon security gains ......'....0....0% —_— ae == = 25 
From extraordinary items ............ 1.66 (6.26) (1.54) — -- 
Mueeiricome (loss) ............0..+..5- $ 4.55 $(5.48) $(2.74) $ 1.08 $ 2.61 


Officers and Directors 


Board of Directors 


Eugene R. Black, director and financial consultant, New 
York, New York; former president of the World Bank; 
chairman of the executive committee of the board 


James D. Bronson, investor, Yakima, Washington; former 
president, Cascade Lumber Company 


James E. Bryson, investor, Newberg, Oregon; former 
president, Herbert A. Templeton Lumber Corporation 
and Valsetz Lumber Company 


Frederick L. Deming, president, Independent Bancorpora- 
tion, Minneapolis, Minnesota; former undersecretary for 
monetary affairs of the United States Treasury Department 


Robert Faegre, retired, former president, Minnesota and 
Ontario Paper Company, Minneapolis, Minnesota; chairman 
of the personnel and organization committee of the board 


John B. Fery, president and chief executive officer, Boise 
Cascade Corporation, Boise, Idaho 


Wilbur G. Fienup, consultant to the company and former 
president of the company’s R. C. Can Division, St. Louis, 
Missouri 


*Howard S. Kniffin, partner, Lazard & Freres & Co., New York, 
New York 


*William H. Morton, president, American Express 
Company, New York, New York 


Stephen B. Moser, chairman of the board, Boise Cascade 
Corporation, Yakima, Washington 


John S. Pillsbury, Jr., chairman and chief executive officer, 
Northwestern National Life Insurance Company, 
Minneapolis, Minnesota; chairman of the finance and audit 
committee of the board 


*Louis Rasminsky, former governer, Bank of Canada, 
Ottawa, Ontario, Canada 


Theodore H. Smyth, investor, Santa Barbara, California 


E. R. Titcomb, president, Rodman Industries, Inc., St. Paul, 
Minnesota 


Joseph L. Weiner, attorney and adjunct professor of law, 
New York University, New York, New York 


Leo D. Welch, director and consultant, New York, New 
York; former chairman of the board of Communications 
Satellite Corporation (COMSAT) 


General Offices: Boise, Idaho 


Transfer Agents: 
Common Stock 
The Chase Manhattan Bank 
(National Association), New York 
The First National Bank of Chicago 
Bank of America NT & SA, San Francisco 
Boise Cascade Corporation, Boise, Idaho 
Preferred Stock 
The Chase Manhattan Bank 
(National Association), New York 


Auditors: 
Arthur Andersen & Co. 


*Elected since last annual report 


56 


Executive Officers 


John B. Fery, 
President and Chief 
Executive Officer 


Stephen B. Moser, 
Chairman of the Board 


John E. Clute, 
Senior Vice President and 
General Counsel 


Juan del Valle, 
Senior Vice President 


Edward W. Hughes, 
Senior Vice President 


Jon H. Miller, 
Senior Vice President 


Peter S. O’Neill, 
Senior Vice President 


*Ronald A. Beauchamp, 
Vice President 


Robert L. Bonaparte, 
Vice President 


William Bridenbaugh, 
Vice President 


Edward W. Cleary, 
Vice President and Treasurer 


James S. Garrison, 
Vice President 


Vern L. Gurnsey, 
Vice President 


Alice E. Hennessey, 

Corporate Secretary 
*Dan B. Hogan, 

Vice President 


Richard W. Maley, 
Vice President 


John S. McCormac, 
Vice President 


George E. McCown, 
Vice President 


K. Peter Norrie, 
Vice President 


*David L. Page, 
Vice President 


John N. Scopetta, 
Vice President 


Robert C. Smith, 
Vice President 


Will M. Storey, 
Vice President and Controller 


Vernon R. Veron, 
Vice President 


*Robert W. Welnhofer, 
Vice President 


